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PREFACE 

The  primary  purpose  of  this  book  is  to  set  forth  the  principles  of 
modern  scientific  marketing,  as  far  as  it  is  possible  to  expound 
them  at  this  stage  of  their  development.  A  secondary  purpose  is 
to  describe  a  system  of  marketing  for  the  guidance  of  individual 
companies.  The  undertaking  was  inspired  by  Frederick  W.  Tay- 
lor's books  on  scientific  management. 

An  apology  ought,  perhaps,  to  be  made  for  applying  the  word 
^'scientific"  to  the  system  of  marketing  described  and  advocated 
in  this  book.  There  are  many  features  about  the  system  which  can 
hardly  be  called  scientific,  even  in  these  days  when  the  word 
''science"  is  so  loosely  applied.  Its  aim,  however,  is  always  scien- 
tific. The  development  of  procedure  is  based  upon  the  same  prin- 
ciples of  efficiency  and  economy  which  have  been  employed  in 
other  fields  of  activity. 

It  should  not  be  supposed  that  any  book  can  describe  a  system 
of  marketing  which  will  prove  adequate  to  the  problems  of  every 
business.  No  such  attempt  is  made  here.  The  introduction  of  the 
system  must  follow  upon  a  thorough  survey  of  the  company's 
needs.  This  volume  aims  to  indicate  the  principles  and  the  gen- 
eral procedure  of  scientific  marketing,  rather  than  to  demonstrate 
how  they  should  be  applied  to  specific  cases.  Actual  citations  of 
current  practice  have,  however,  been  used  throughout  the  text; 
first,  because  this  is  the  most  effective  way  of  visualizing  the  ap- 
plication of  the  principles ;  and,  second,  because  these  illustrations, 
taken  from  a  wide  variety  of  sources,  indicate  the  methods  which 
are  being  used  by  the  most  progressive  companies  throughout  the 
United  States  in  their  attempts  to  develop  scientific  methods  of 
distributing  their  goods. 

It  is  hoped  that  the  word  "system"  as  used  throughout  the 
book  will  not  have  a  proprietary  sound.  This  "system"  is  not 
the  personal  property  of  the  author.  It  is  not  a  patented  affair. 
It  does  not  aim  to  be  original,  nor  can  it  properly  be  called 
so.  It  is  simply  the  logical  outgrowth  of  conditions.  It  is  a  de- 
velopment of  forces  which  have  been  generated  as  the  result  of 
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certain  prevailing  business  circumstances  and  needs.  The  ''sys- 
tem" is  built  upon  conditions  as  they  exist  rather  than  as  they 
ought  to  be.  It  consists  of  the  application  to  these  conditions  of 
principles  which  are  widely  accepted  as  sound,  and  which,  through 
a  long  period  of  trial  in  other  departments  of  business  activity, 
have  proved  tenable. 

Furthermore,  the  changes  which  will  result  from  the  introduc- 
tion of  this  system  are  believed  to  be  inevitable  and  capable  of 
being  forecast.  They  should  be  regarded  as  effects  which  are 
bound  to  follow  upon  certain  causes  which  are  already  operative. 
Some  of  the  elements  of  the  functional  system  of  marketing  herein 
described  are  to  be  found  in  practically  all  modern  sales  organiza- 
tions, while  in  the  best  of  organizations  many  of  the  elements 
may  be  seen  in  a  fair  state  of  development.  But  nowhere,  as  far 
as  can  be  observed,  is  this  system  to  be  found  operating  in  its 
complete  and  fully  developed  form. 

The  excuse,  if  an  excuse  is  needed,  for  presenting  a  ''system" 
is  that  most  people  prefer  a  system  to  a  set  of  principles  from, 
which  the  system  may  be  evolved.  Few^  minds  are  stimulated  by 
generalizations,  to  the  extent,  at  least,  of  weaving  them  into  a 
pattern  of  practicable  utility.  But  many  minds  react  strongly  to 
a  concrete,  definite,  clear-cut  plan,  which  can  l)e  put  into  practice 
without  much  difficulty,  or  modified  so  as  to  eliminate  the  features 
inapplicable  to  the  case  in  hand. 

The  author  wishes  to  thank  the  many  contributors  to  this 
volume.  Their  names  appear  throughout  the  text.  Special  ac- 
knowledgment is  due  to  Walter  S.  Hayward,  who  is  responsible 
not  only  for  many  of  the  creative  ideas,  but  also  for  a  large 
amount  of  the  actual  presentation. 

Percival  White. 
New  York,  February,  1927. 
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PART    I 
INTRODUCTION 

Chapter  I.    The  Wastj^of  Marketing 

//  marketing  zvere  carried  on  efficiently, 
there  zvould  be  no  need  to  control  it 
by  better  methods.  But  this  is  not 
the  case.  Marketing,  as  practiced  to- 
day, is  characterised  by  numerous  un- 
necessary wastes.  Since  these  wastes 
are  of  fundamental  importance,  they 
are  discussed  at  the  outset. 
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CHAPTER  I 

THE  WASTES   OF   MARKETING 

There  are  greater  wastes  in  marketing  than  in  any  other  form 
of  business  activity.  Total  sales  in  the  United  States  have  been 
estimated  at  a  minimum  of  $500,000,000,000  per  year.  Our  total 
national  wealth  in  1922  was  figured  at  $353,000,000,000.  That 
is,  the  annual  turnover  in  sales  is  greater  than  the  capital  of  the 
country  as  a  whole. 

War  has  long  since  been  declared  on  the  wastes  of  production. 
Yet  these  wastes  are  of  secondary  importance.  Before  they  can  be 
eliminated  the  losses  in  marketing  must  be  reduced,  because 
marketing  is  primary  and  all  production  depends  ultimately  upon 
the  demand  of  the  market.  Mass  methods  of  manufacture,  with 
scientific  management  of  men  and  machinery,  can  succeed  in  re- 
ducing the  cost  of  production,  but  savings  made  in  this  way  are  to 
an  extent  neutralized  as  a  result  of  distributive  confusion,  de- 
structive competition,  and  unorganized  marketing  procedure.  It 
is  useless  to  turn  out  huge  quantities  of  merchandise  at  unbeliev- 
ably low  costs  if  it  must  be  forced  upon  consumers  by  means  of 
double-distilled  salesmanship  and  super-advertising.  There  is  no 
limit  to  the  amount  of  energy  which  can  be  and  is  being  expended 
in  promotional  methods  today.  But  beyond  a  certain  point,  all 
of  this  is  waste,  for  which  the  consumer  pays. 

The  advocates  of  super-selling  and  super-advertising  have  con- 
vinced themselves  that,  were  it  not  for  their  efforts,  costs  to  the 
ultimate  consumer  would  be  much  greater  than  they  are  now. 
They  are  doing  their  best  to  convince  the  consumer  also  of  the 
truth  of  this  statement.  Large  sums  are  expended  for  the  services 
of  men  who,  through  extraordinary  personal  force,  succeed  by  dint 
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of  unabashed  persuasion  in  "unloading"  or  "dumping"  the  prod- 
ucts of  quantity  production.  The  eventual,  though  remote,  result 
of  this  state  of  affairs  will  be  for  the  condition  to  remedy  itself, 
if  only  through  an  increasing  sophistication  of  those  against  whom 
these  "campaigns"  are  launched.  But,  in  the  meantime,  a  costly 
and  useless  burden  is  being  carried  by  the  consumer. 

Types  of  Marketing  Waste. — The  striking  thing  about  market- 
ing wastes  is  that  so  little  is  heard  about  them.  Pains  are  taken 
to  apprise  the  public  of  marketing  successes.  These  are  heralded 
from  the  housetops.  But  what  about  the  textile  manufacturer  in 
New  England  who  distributes  to  western  Massachusetts  through 
his  Chicago  wholesaler?  What  about  the  tennis-racket  manufac- 
turer who  is  cajoled  into  spending  a  large  proportion  of  his  capi- 
tal in  advertising  his  product  before  it  has  even  been  brought  to  a 
state  of  mechanical  perfection?  What  about  the  axle  manufac- 
turer who  goes  in  for  the  building  of  lift  trucks  merely  because  he 
happens  to  need  one  of  these  trucks  in  his  own  plant  ?  What  about 
the  manufacturer  of  a  technical  product,  with  not  over  2,000  pros- 
pects, who  buys  blank  space  in  a  medium  boasting  a  circulation  of 
2,000,000?  What  about  the  food  manufacturer,  with  a  highly 
localized  clientele,  who  endeavors  to  obtain  "national  distribution" 
merely  by  using  national  advertising?  These  marketing  wastes 
are  seldom  publicly  discussed,  constituting,  as  they  do,  a  reflection 
upon  the  intelligence  of  the  American  people. 

Marketing  wastes  may  he  classified  in  various  ways.  Fig.  i 
shows  them  grouped  under  three  headings : 

1.  Those  due  to  distributive  confusion. 

2.  Those  due  to  destructive  competition. 

3.  Those  due  to  company  mismanagement. 

Much  attention  has  been  directed  against  the  first  class  of  waste. 
There  has  been  a  general  cry  of  "too  many  middlemen"  and  "too 
many  retailers."  Yet  this  type  of  waste  is  more  or  less  incidental 
to  the  evolution  of  an  efficient  distributive  system.  The  functions 
of  marketing  must  be  performed,  whether  by  middleman  or  bv  the 
producer  himself.  If  the  middleman  cannot  perform  his  functions 
efficiently  and  at  a  less  cost  to  the  consumer  than  can  the  producer, 
he  will  eventually  disappear.  In  some  lines  he  has  already  disap- 
peared. The  wastes  which  occur  in  this  classification,  although 
temporarily  great,  are  largely  transient. 
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The  wastes  clue  to  destructive  competition  are  more  serious, 
especially  in  view  of  the  fact  that  competition  is  the  avowed  basis 
and  guiding  principle  of  our  economic  structure.  Americans  have 
been  brought  up  to  believe  that  free  competition  is  essential  to  the 
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Figure  i.  The  Principal  Marketing  Wastes 
The  wastes  of  marketing  may  be  divided  into  three  main  classes :  First, 
those  due  to  distributive  confusion,  second,  those  due  to  destructive  competition, 
and  lastly,  those  due  to  lack  of  scientific  management.  These  various  wastes 
result  mainly  from  a  lack  of  data,  a  lack  of  understanding  of  marketing  prin- 
ciples, lack  of  coordination  between  the  various  business  activities,  and  failure 
to  functionalize  marketing  as  has  been  done  with  production. 


welfare  of  the  consumer.  Free  competition,  however,  even  if  it 
be  thought  justified,  is  not  an  unalloyed  blessing.  It  brings  with 
it  high-powered  salesmanship,  advertising  expenditures  without 
economic  justification,  duplication  of  services,  and  divers  trade 
abuses  and  unethical  practices. 


6  SCIENTIFIC  MARKETING  MANAGEMENT 

The  wastes  of  mismanagement  are  traceable  chiefly  to  four 
factors : 

1.  Lack  of  Information.  Business  management  has  had  no 
adequate  facts  relating  to  markets  upon  which  to  base  judgments 
and  decisions.  It  is  only  within  the  last  few  years  that  market 
research  has  become  a  recognized  element  in  sales  procedure.  This 
lack  of  facts  has  made  it  necessary  to  make  decisions  empirically. 
There  has  been  no  rational  coordination  between  supply  and  de- 
mand. The  business  cycle  falls  upon  most  business  men  almost 
as  though  it  were  an  act  of  God.  Seasonal  recessions  have  been 
regarded  as  inevitable  as  day  and  night.  Standardization  of  pro- 
ductive effort  upon  a  few  sizes,  styles,  types,  or  units  has  been 
held  impossible,  because  there  has  been  no  information  upon  which 
to  base  schedules.  Sales  statistics  have  seldom  been  kept;  if  kept, 
they  have  not  been  made  use  of.  Cost  accounting  as  applied  to 
sales  activities  has  been  one  of  those  unrealizable  desiderata  which 
serve  as  topics  for  class-room  discussion,  but  which  are  rarely  put 
into  practice  by  business  men.  Like  the  donkey  between  the  bales 
of  hay,  most  executives  hesitate,  afraid  to  relinquish  the  old  pro- 
cedure, reluctant  to  embrace  the  new. 

2.  Lack  of  Understanding.  Even  today,  few  business  men 
really  understand  the  principles  of  marketing.  Their  ears  are  at- 
tuned to  the  jargon  of  the  factory.  They  conceive  it  as  their 
primary  function  to  serve  the  needs  of  production.  If  the  ungrate- 
ful consumer  does  not  buy,  he  must  be  dragooned  into  purchasing, 
or  cajoled  with  tempting  appeals,  or  inveigled  by  means  of  credit 
schemes.  Although  the  principles  of  marketing  have  been 
analyzed  and  codified,  the  seller  does  not  learn  them,  nor  does  he 
realize  their  importance.  He  must  educate  himself  in  the  econom- 
ics of  marketing  before  he  can  comprehend  the  present  state  of 
business  affairs  and  the  ills  which  he  has  fallen  heir  to. 

3.  Failure  to  Functionalize  Marketing.  Because  he  has  had  no 
facts,  because  he  has  not  understood,  and  because  of  inertia,  the 
business  man  has  failed  to  divide  the  tasks  of  marketing  into  their 
constituent  parts,  as  he  has  done  in  the  case  of  production.  Di- 
vision of  labor  has  been  applied  to  marketing  on  the  basis  of 
chance  and  guess,  rather  than  on  that  of  scientific  test.  There 
has  been  a  further  reason  for  failure  to  functionalize  their  market- 
ing: many  companies  have  allowed  it  to  be  handled  entirely  by  out- 
side agents  and  professional  marketing  representatives.     In  order 
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that  they  might  turn  their  attention  more  completely  to  the  prob- 
lems of  production,  they  have  deliberately  delegated  their  market- 
ing tasks  to  outsiders.  When  they  began  to  discover  that  the 
effect  of  this  policy  was  to  separate  them  effectively  from  the  con- 
sumer, they  turned  again  to  compete  for  his  favor  with  the 
agencies  which  they  had  been  instrumental  in  setting  up.  The  re- 
sult has  been  waste — tremendous  waste — which  can  be  overcome 
only  by  functionalization. 

4.  Failure  to  Coordinate.  Partly  because  of  the  failure  to  func- 
tionalize  its  activities,  there  has  been  little  coordination  between 
the  various  departments  of  the  ordinary  manufacturing  concern. 
Advertising  has  been  carried  on  largely  as  a  separate  activity, 
thrown  out  on  its  own,  as  it  were,  and  left  to  shift  for  itself. 
Production  has  not  been  coordinated  with  demand  or  with  im- 
pending business  conditions.  When  marketing  resistance  has  been 
met  with,  there  has  been  no  search  for  the  cause,  but  merely  an 
added  pressure  to  overcome  the  increased  resistance,  whatever  its 
nature.  There  has  been  no  recognized  planning  function,  calcu- 
lated to  draw  together  all  the  various  marketing  activities  and  fuse 
them  into  a  single  concerted  program.  A  marketing  campaign 
often  has  been  allowed  to  progress  without  definite  objectives. 
Thus  a  company  finds  it  has  spent  thousands  of  dollars  in  distrib- 
uting and  forcing  an  unsatisfactory  product  upon  a  reluctant 
market;  or  that  it  has  wasted  a  small  fortune  in  advertising  its 
product  in  sections  of  the  country  where  it  has  no  distribution ;  or 
that  it  has  made  some  other  blunder  which  a  little  prevision  would 
have  avoided. 

Distributive  Wastes. — The  Joint  Commission  of  Agri- 
cultural Inquiry,  after  an  exhaustive  analysis  of  marketing  and 
distribution,  concluded  that  the  conveniences  of  modern  distrib- 
utive services  had  made  the  costs  of  distribution  greater  than 
those  of  production.  It  pointed  out  how  wastes  occurred  in 
the  assembling,  grading,  transporting,  and  distributing  of  agri- 
cultural products.  It  demonstrated  that  a  surprisingly  large 
proportion  of  the  population  was  engaged  in  the  services  of  dis- 
tribution of  goods  from  producer  to  consumer. 

The  Bureau  of  Census  reports  334,212  retailers  of  groceries 
in  its  last  available  report,  or  an  average  of  one  grocer  for  each  y2 
families.  In  this  line  alone,  therefore,  there  appears  to  be  a  con- 
siderable multiplication  of  distributive  agencies.     Wliile  groceries 
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are,  for  the  most  part,  necessities,  hence  requiring  a  ready  means 
of  dispersion,  it  is  evident  that  the  consumer  is  paying  for  a 
dupHcation  of  services.  Such  dupHcation  constitutes  a  market- 
ing waste,  which  is  traceable  mainly  to  the  desire,  or  perhaps 
the  necessity,  for  the  manufacturers  of  food  products  to  force 
the  sale  of  their  goods.  In  no  other  way  would  it  be  possible 
to  explain  the  financing  (often  unprofitable)  of  jobbers  by  manu- 
facturers and  of  retailers  by  jobbers. 

B.  F.  Yoakum,  formerly  Chairman  of  the  Board  of  the  St. 
Louis  and  San  Francisco  Railroad,  and  an  authority  on  distribu- 
tion, estimates  that  it  costs  $2  to  distribute  foodstufif,  including 
cost,  profits,  and  commissions,  to  every  $1  paid  the  producer. 
He  quotes  specific  examples  of  the  over-supply  of  distributors.^ 
Hartford,  Connecticut,  for  instance,  with  a  population  of  138,000, 
has  1,000  food  dealers.  Estimating  that  each  dealer  employs 
four  others  besides  himself  in  selling,  delivering,  and  bookkeeping, 
there  is  one  person  engaged  in  retailing  food  to  every  28  of  city 
population. 

Out  of  every  dollar  which  the  consumer  pays  for  bread,  it  is 
estimated  that  half  goes  for  the  cost  of  distribution.  In  return 
for  this  the  consumer  gets  fresh  bread  daily,  and  he  seems  to  be 
willing  to  stand  the  expense  to  him  of  the  services  which  enter 
into  this  distribution.  But  is  it  worth  his  while  to  have  63 
cents  of  his  dollar  go  for  the  cost  of  distributing  corn  flakes? 
Is  he  justified  in  paying  a  premium  for  having  Kellogg's  Corn 
Flakes  or  Post  Toasties  forced  upon  him?  The  consumption  of 
cereals  of  all  kinds  is  limited,  while,  as  the  Joint  Commission 
points  out,  the  supply  is  well  in  excess  of  its  needs.  Manufac- 
turers si:>end  excessive  amounts  to  create  brand  acceptance. 
Every  normal  person  knows  what  breakfast  cereals  are.  But  this 
is  not  enough.  He  must  be  hammered  into  buying  one  brand 
rather  than  another.  The  retailer  must  be  stocked,  willy-nilly. 
The  wholesaler  must  give  cooperative  assistance.  Tlie  consumer 
is  told  that  his  health,  his  proper  nourishment,  the  activity  of  his 
brain,  the  pleasure  of  his  children,  depend  upon  his  buying  one 
brand  rather  than  another.  And  for  being  taught  this  lesson 
he  pays  accordingly. 

Competition. — The  consumer  is  apt  to  look  upon  competi- 
tion as  his  guaranty  of  fair  prices;  the  maiuifacturer  regards  it 

'  Nation's   Ihtsiuess,   November,    1923. 
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as  a  destroying  angel.  The  latter  may,  as  the  Standard  Oil  Com- 
pany did  in  the  days  when  trust  was  a  word  to  shudder  at,  ruth- 
lessly stamp  out  rival  concerns.  He  may  combine  with  others  of 
his  ilk  to  obtain  market  control.  In  considering  marketing  wastes, 
it  is  important  to  note  that  most  business  combination  is  with  a 
view  to  monopoly  of  markets  rather  than  monopoly  of  produc- 
tion. This  was  true  of  Standard  Oil,  of  the  steel  corporation, 
of  the  automobile  mergers.  It  is  a  conscious  or  unconscious 
recognition  that  the  market  is  dominant.  To  serve  the  demon 
''mass  production,"  markets  must  be  obtained,  larger  markets, 
markets  farther  away  from  home,  markets  of  any  kind  which 
will  consume  what  the  factory  organization  is  pleased  to  turn  out. 

As  a  result  of  this  situation,  unfair  trade  practices  spring  up 
and  legislation  is  passed  against  them.  Legislators  attempt  to 
define  competition  and  then  to  hold  it  true  to  its  definition.  A 
Federal  Trade  Commission  is  set  up  to  watch  over  business. 
It  is  a  sort  of  Cerberus  of  competition.  The  manufacturer,  seeing 
his  retail  prices  cut,  tries  to  sustain  them  by  fair  means  or  foul. 
He  practices  discrimination  between  buyers,  establishes  a  system 
of  espionage,  and  in  other  ways  obstructs  free  competition.  This 
the  Federal  Trade  Commission  forbids  him  to  do.  The  gov- 
ernment is  in  a  state  of  sustained  nervous  anxiety  to  preserve  a 
proper  balance  between  a  dearth  of  competition  and  an  excess 
of  it. 

The  public  conception  of  competition  is  changing  from  year 
to  year.  The  day  is  coming  when  it  will  be  impossible,  for 
example,  to  have  two  competing  public  utilities,  such  as  telephone 
systems,  serving  the  same  area.  A  definite  market  monopoly 
is  assigned  to  public  utilities  by  franchise,  the  control  of  rates 
and  finances  being  reserved.  When  it  is  a  question  of  produc- 
tion or  distribution,  however,  unfettered  competition  is  regarded 
as  essential.  As  Mr.  Hoover  remarks,  competition  implies  that 
"we  must  maintain  a  sufficient  number  of  independent  units  in 
any  given  industry  to  assure  us  that  the  fundamental  competi- 
tion is  sustained."  ^ 

Super-salesmanship. — This  book  will  have  a  great  deal  to 
say,   first  and   last,   of   the   evils  of   super-salesmanship.      In  a 

^  "Some  of  the  Currents  of  Development  in  American  Business."  Address  by 
Herbert  Hoover,  Secretary  of  Commerce,  before  14th  Annual  Aleeting  of 
Chamber  of  Commerce  of  the  United  States,  Washington,  D,  C. 
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later  chapter  will  be  shown  how  such  tactics  are  against  the  true 
interests  of  the  seller  as  well  as  of  the  consumer.  High-handed 
merchandising  methods  are  probably  the  greatest  single  element 
among  all  the  varied  and  complex  wastes  in  the  distributive 
process. 

National  distribution  has  long  been  a  fetich  among  many 
manufacturers.  It  has  been  regarded  as  an  essential  correlative 
of  mass  production.  Great  sums  of  money  are  spent  in  obtain- 
ing distribution  in  districts  far  from  home.  In  many  cases,  such 
distribution,  when  finally  achieved,  is  maintained  only  at  a  loss. 
The  customary  method  of  obtaining  national  distribution  is  by 
means  of  super-salesmanship.  Space  is  bought  in  national  pe- 
riodicals (these  being  the  sponsors  of  the  fetich)  ;  specialty  sales 
forces  are  dispatched  to  strategic  points ;  an  offensive  is  opened 
upon  local  distributors ;  samples  are  showered  broadcast.  The 
campaign  is  on.  Naturally,  competitive  sellers  who  are  already 
intrenched  in  the  territory  immediately  take  steps  to  protect 
what  they  regard  as  their  'Vested  interests."  A  struggle  ensues. 
Whether  or  not  the  new  aspirant  for  national  distribution  obtains 
his  desire,  the  public  pays  the  bill. 

Super-salesmanship  is  a  powerful  weapon  in  experienced 
hands,  and  a  fascinating  weapon  to  wield.  The  harm  it  does 
is  seldom  evident  upon  the  surface,  nor  is  it  ever  measurable 
in  exact  terms.  The  seller,  even  though  he  may  deplore  the 
necessity  of  resorting  to  intensive  methods  of  selling,  is  often 
forced  to  do  so.  He  may  even  find  that  it  is  not  enough  to  make 
a  good  product,  since  it  may  not  be  able  to  cope  with  the  products 
of  competitors  who  use  strong-arm  methods.  He,  therefore,  must 
also,  for  the  time,  use  these  same  methods,  or  a  modification  of 
them. 

Department  stores  at  one  period  in  their  history  were  advo- 
cates of  super-salesmanship.  They  sponsored  this  practice  just 
as  long  as  the  consumer  would  tolerate  it.  Wlien  they  discov- 
ered their  claims  were  not  believed,  they  made  an  abrupt  volte- 
face.  The  mail-order  house  passed  through  a  similar  phase.  So 
did  the  chain  store.  Department-store  competition  today  is  based 
upon  price  and  (juality.  Chain-store  and  mail-order  competition 
rests  upon  the  same  foundation.  All  of  these  large-scale  retail- 
ing units  advertise,  but  this  is,  in  the  majority  of  cases,  price 
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advertising.  Manufacturers  are  loath  even  to  mention  prices  for 
fear  of  comparison.     But  few  manufacturers  are  good  merchants. 

It  cannot  be  long  before  manufacturers  see  that  the  interests 
of  the  consumers  are  their  interests  also,  and  that  super-sales- 
manship is  outworn.  Some  of  them,  with  unusual  prescience, 
have  already  seen  the  handwriting  on  the  wall  and  are  reor- 
ganizing their  marketing  activities  in  accordance  with  the  true 
requirements  of  the  consumer. 

Super-salesmanship,  like  many  another  evil,  tends  to  stamp 
itself  out  of  existence.  Super-salesmanship  is  in  part  respon- 
sible for  the  remarkable,  but  little  known,  developments  in  buy- 
ing, such  as  are  exemplified  by  the  so-called  resident  buying 
organizations  of  New  York  City.  In  such  a  milieu  the  super- 
salesman  finds  himself  surrounded  by  opponents  with  impregnable 
defenses. 

Another  significant  reaction  against  super-salesmanship  is  the 
tendency  towards  ''hand-to-mouth  buying."  This  is  the  custom 
of  purchasing  in  the  smallest  possible  lots,  and  to  reject  price 
inducements,  quantity  discounts,  and  other  wiles  of  high-pressure 
selling.  The  small-order  tendency  is  a  distinct  advance  over  the 
previous  method  of  overloading  the  buyer,  even  though  now 
opposed  vehemently  by  the  manufacturer  who  considers  that  his 
interests  should  take  precedence  over  those  of  the  consumer. 

Finding  himself  balked  by  the  well-armored  and  professionally 
trained  buyer,  the  super-salesman  has  turned  to  the  ultimate 
consumer  himself,  and  has  devised  two  new  methods  of  attack. 
These  are  house-to-house  canvassing  and  installment  selling. 
Both  of  these  stratagems  betoken  efforts  on  the  part  of  manu- 
facturers to  employ  super-salesmanship  as  a  remedy  for  over- 
production. 

The  Constructive  Aspect  of  Salesmanship. — But  sales- 
manship is  a  force  which  can  be  beneficially  applied.  Produc- 
tion, as  will  be  urged  by  many,  cannot  wait  upon  demand.  If 
it  were  not  for  salesmanship,  they  claim,  the  almost  universal 
distribution  of  articles  valuable  and  useful  to  mankind  would 
be  indefinitely  delayed.  There  is  no  attempt,  however,  in  this 
volume  to  decry  the  value  of  salesmanship  as  an  informative  and 
educational  force.  The  selling  function  is  and  must  remain 
an  integral  part  of  the  process  of  distribution.     It  is  not  even 
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denied  that  on  occasion  demand  may  be  forced  with  benefit  to 
the  consumer,  as  in  the  case  of  new  products  hke  the  washing 
machine  and  the  radio.  The  demand  for  such  products  is  latent 
and  must  be  awakened. 

When  it  is  claimed,  however,  that  the  high  costs  of  selling 
are  invariably  justified  by  the  ends  attained,  exception  must  be 
taken.  The  constructive  emphasis  in  salesmanship — that  is,  its 
informative  and  educational  aspect — is  apt  to  change  into  a  mere 
instrument  of  competitive  aggression.  Salesmanship  becomes  a 
precision  tool  which  pries  sales  reluctantly  from  an  unwilling 
clientele.  If  direct  methods  fail,  then  every  argument  is  brought 
to  bear  to  effect  the  sale,  regardless  of  the  true  criterion — the 
good  of  the  consumer. 

Admittedly,  the  line  of  demarcation  between  constructive  and 
destructive  salesmanship  is  not  clearly  established.  It  is  all  but 
impossible  to  say  to  what  degree  salesmanship  is  justified.  But 
salesmanship  has  been  abused  and  it  has  long  since  abandoned 
its  true  and  economic  sphere  of  utility.  To  encompass  it  within 
its  legitimate  boundaries  is  no  easy  task;  and  the  only  method 
of  accomplishing  it  is  by  salesmanship  itself — that  is,  by  selling 
the  idea  of  constructive  salesmanship  to  those  who  practice  the 
old  method,  by  showing  them  that  super-salesmanship  is  de- 
structive and  is  tearing  away  the  foundations  upon  which  true 
salesmanship  rests. 

Wastes  in  Advertising. — Committee  III  of  the  National 
Distribution  Conference  concludes  that  there  are  five  principal 
causes  of  waste  in  advertising,  as  follows : 

1.  Chiefly,  the  lack  of  coordination  between  advertising  and 
the  other  phases  of  the  business — production,  distribution, 
finance. 

2.  Inefllcient  use  of  space.  Too  much  or  too  little.  Failure  to 
study  space  requirements  and  repetition  requirements. 

3.  Poor  and  inefifective  copy. 

4.  Use  of  wrong  media. 

5.  Excessive  use  of  advertising  in  extremely  keen  competition. 

The  Committee  goes  on  to  say  that,  although  there  are  large 
wastes  in  advertising,  yet  it  is  impossible  to  get  any  exact  data 
regarding  such  waste. 


THE  WASTES  OF  MARKETING  13 

Fred  E.  Clark,  an  authority  on  marketing,  makes  an  eloquent 
defense  of  advertising"  in  the  American  Economic  Review.^  He 
summarizes  criticisms  of  advertising  under  five  heads : 

1.  It  is  expensive  and  socially  wasteful. 

2.  It  tends  to  emphasize  the  purely  acquisitive  feature  of 
business. 

3.  It  tends  towards  the  individualization  of  products,  and  so 
increases  the  cost  of  distribution. 

4.  It  increases  the  demand  for  luxuries,  variety,  style,  and 
creates  fictitious  values. 

5.  The  ineffectiveness  of  much  advertising,  and  the  uncertainty 
concerning  the  results,  cause  waste  for  the  advertiser  and 
so  for  society. 

He  concludes  that  if  advertising  causes  distribution  costs  to 
mount  this  increase  must  be  ascribed  to  competition,  but  that 
any  waste  due  to  this  has  been  more  than  offset  by  the  positive 
economic  benefits  resulting  from  advertising's  contribution  to 
regional  division  of  labor  and  large-scale  production.  This, 
like  all  questions  of  this  nature,  is  a  matter  of  personal  opinion. 

From  the  point  of  view  of  marketing,  the  wastes  in  adver- 
tising are  of  two  kinds :  first,  those  due  to  mismanagement  of 
the  advertising  function,  and  second,  those  due  to  competition, 
and  consequent  misuse  of  the  advertising  function.  Scientific 
marketing  aims  to  do  away  with  both  these  wastes;  the  former 
by  a  better  understanding  of  advertising  procedure  and  corre- 
lation with  other  sales  efforts  through  f unctionalization ;  the 
latter  by  setting  up  more  enlightened  principles  of  salesmanship. 
Advertising  is  once  more  reduced  to  its  natural  function  of  giving 
information  rather  than  of  serving  as  weapon  of  cut-throat 
competition. 

There  are,  of  course,  proper  and  necessary  uses  for  weapons. 
But  as  yet  there  is  little  attempt  to  divide  advertising  into  its 
constructive  and  destructive  elements.  As  everyone  points  out, 
it  is  extremely  dif^cult  to  measure  advertising  results,  except  in 
terms  of  good  will,  which  is  an  intangible  thing,  or  in  terms  of 
consumer  acceptance  or  ''recognition,"  which  is  equally  intan- 
gible. The  whole  question  of  manufacturers'  brands  hinges  on 
the  value  of  com])etitive  advertising.     It  has  come  to  be  almost 

^  Vol.  XV.  no.   I,  Supplement,  March,   1925. 
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axiomatic  in  some  industries  that  the  firm  which  does  not  adver- 
tise will  drop  out  of  the  race. 

There  has  been  a  deal  of  advertising  propaganda  intended  to 
make  it  appear  that  the  consumer  pays  no  more  for  the  advertised 
product,  or  even  that  he  pays  less,  and  that  he  is  a  brighter, 
busier  American  for  having  been  advertised  to.  Yet  it  is  only 
necessary  to  examine  the  tremendous  volume  of  business  done  by 
the  chain-store  grocery  systems  on  their  own  private  and  unad- 
vertised  brands  to  reveal  the  limitations  upon  this  claim.  These 
private  brands  (except  when  the  manufacturers'  brands  are  sold 
as  loss  leaders)  are  offered  at  a  lower  price,  value  for  value. ^ 

Lack  of  Scientific  Management. — The  wastes  hitherto 
enumerated  have  been  due  to  conditions  beyond  the  power  of 
any  one  concern  to  rectify.  Each  must  suffer  in  company  with 
all  the  rest.  However  great  the  marketing  wastes  due  to  the  afore- 
mentioned causes — and  they  are  admittedly  great — there  is  a  waste 
more  culpable  because  it  can  be  corrected  and  because  it  is  now 
laid  as  a  direct  tax  on  the  consumer  in  the  form  of  higher  prices. 
This  third  cause  of  waste  is  due  to  lack  of  scientific  organiza- 
tion and  management  of  the  marketing  functions. 

Company  wastes  may  be  divided  into  two  parts.  The  first  and 
more  serious  one  results  from  failure  to  coordinate  production 
and  marketing  (i.e.,  manufacture  and  sales).  It  is  the  inevitable 
consequence  of  an  ignorance  of  marketing  principles.  It  is  due 
also  in  part  to  the  prevalent  conception  that  production  is  the 
basic  activity  and  that  marketing  is  merely  the  handmaiden  of 
production.  It  is  hard  for  business  men  to  divest  themselves  of 
the  belief  that  markets  will  be  found  once  the  goods  are  produced. 

In  this  class  of  waste  occurs  the  business  cycle,  which  descends 
upon  the  average  business  with  the  abruptness  of  an  earthquake. 
The  warning  signs  have  not  been  lieeded,  because  the  average 
manufacturer  is  primarily  a  producer  and  not  a  marketer.  He 
bewails  his  disrupted  schedules,  his  canceled  orders,  the  plight  of 
his  unemployed.  Yet  he  fails  to  see  that  the  remedy  lies  in  a 
study  of  market  conditions. 

^  For  further  evidence,  the  reader  should  consult  the  literature  of  advertising, 
which  has  been  created  largely  by  manufacturers  who  advertise  and  by  those 
who  sell  them  advertising.  This  literature  tells  one  side  of  the  story.  The 
other  side  will  be  made  clear  by  an  interview  with  the  Merchandise  Manager 
of  a  department  store,  or  by  an  examination  of  the  catalogues  and  the  profit- 
and-loss  statements  of  the  mail-order  houses. 
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To  a  less  degree,  seasonal  wastes  occur.  Because  the  effects 
and  causes  are  more  patent,  more  has  been  done  for  their  rehef 
and  correction.  Then  again,  in  the  matter  of  standardization,  the 
war  taught  a  useful  lesson  in  the  way  of  reducing  styles  and 
sizes. 

The  second  main  division  of  wastes  due  to  company  misman- 
agement is  the  failure  to  functionalize  marketing  activities.  It 
is  in  this  sphere  of  marketing  that  the  company  has  exceptional 
opportunities  to  reduce  waste,  because  it  controls  all  the  neces- 
sary factors  for  doing  so.  By  setting  up  a  scientific  form  of 
organization  and  procedure  it  can  train  its  personnel  to  be  more 
effective,  it  can  control  its  expenses  by  knowing  its  costs,  it  can 
extend  credit  on  a  basis  of  fact,  and  it  can  modify  its  policies 
of  super-salesmanship  and  unsound  advertising.  The  result  will 
be  reduced  costs  to  the  seller  himself  and  a  reduced  price  to  his 
customers.  The  principal  aim  of  this  book  is  to  tell  how  this 
end  can  be  accomplished. 

With  conditions  as  they  promise  to  be  for  some  years  to  come, 
it  is  not  to  be  expected  that  marketing  will  prove  reducible  to  the 
almost  machine-like  system  which  characterizes  manufacturing. 
Marketing  has  always  been  dependent  to  a  great  extent  on  emo- 
tion, and  emotion  cannot  be  dealt  with  effectively  by  any  cut-and- 
dried  system  yet  developed.  Advertising  indicates,  however,  that 
some  possibilities  lie  open  in  this  direction  and  that  a  system 
which  is  in  effect  almost  entirely  mechanical  is  capable  of  dealing 
with  emotions  and  of  stimulating  them  effectively. 

Business  Conditions. — The  publicity  which  has  been  given 
in  recent  years  to  the  subject  of  business  conditions  and  the  fluc- 
tuations which  occur  in  them  at  periodic  intervals  has  been  of 
great  benefit.  Marketing  as  a  whole  can  never  be  put  on  a 
scientific  basis  until  such  information  is  general  and  until  more 
business  firms  practice  business  forecasting.  Among  economists, 
the  question  of  over-production  has  long  been  a  subject  of  dis- 
cussion. David  A.  Wells,  a  well-known  economist  of  the  last 
century,  wrote  of  over-production,  which  he  ascribes  to  *'an 
excess  of  progress  or  enterprise."  He  pointed  out  that  it  was  for- 
merly believed  a  lowered  margin  of  profit  would  reduce  produc- 
tion, but  that  now  over-production  evidences  itself  in  "excessive 
competition  to  effect  sales."  ^ 
^  David  A.  Wells,  Recent  Economic  Changes,  New  York,  1898,  pp.  73-75. 
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The  business  man  is  no  better  off  because  of  a  boom,  since 
deflation  must  inevitably  follow.  Yet  it  is  hard  to  persuade  him 
to  study  the  market  and  production  statistics  which  alone  will  give 
him  the  necessary  information  as  to  the  state  of  business.  With 
seasonal  changes  the  business  man  is  more  familiar.  He  has 
grown  to  expect  a  slump  at  certain  times  of  the  year,  and  often 
he  has  taken  steps  to  get  another  product  to  fill  in  off  periods, 
or  he  has  offered  special  price  discounts  during  dull  periods  to 
move  his  product  and  thus  make  production  more  uniform,  or 
he  has  manufactured  staple  articles  for  stock  after  having  figured 
out  what  the  annual  demand  is.  In  other  words,  when  devia- 
tions in  business  activity  occur  at  known  times  and  in  fairly 
certain  amount,  he  is  able  to  take  steps  to  cope  with  them.  A 
scientific  system  of  marketing  makes  provision  for  study  of  mar- 
ket conditions  and  insures  correlation  of  company  activities  with 
business  activity  in  general. 

Standardization. — Attempts  at  standardization  and  simpli- 
fication at  first  appear  opposed  to  the  fitting  together  of  the 
product  and  the  market.  To  some  extent  there  is  an  antithesis 
between  these  two  aims.  As  the  opponents  of  standardization 
point  out,  most  markets  demand  a  certain  amount  of  variety. 
Most  markets,  on  the  other  hand,  call  for  only  a  scattering  and 
comparatively  insignificant  amount  of  product  individuality.  In 
general,  the  standardized  article  is  preferred  by  most  persons  for 
most  purposes,  for  the  obvious  reason  that  it  is  better  and  cheaper. 
Differentiation  of  designs  and  multiplicity  of  sizes,  styles,  and 
numbers,  tend  to  raise  the  price  level  of  all  the  products  in  any 
given  class. 

Although  the  setting  of  standards  is  a  distinct  advance  towards 
reducing  marketing  wastes,  there  is  and  should  be  diversifica- 
tion in  style  goods  and  specialties. 

There  are  innumerable  examples  of  .what  companies  have 
gained  through  simplification.  A  manufacturer  of  men's  clothing 
cuts  his  lines  in  two  and  immediately  increases  his  profits.  A  shoe 
manufacturer  limits  his  production  to  a  few  staple  styles  and 
finds  his  selling  problems  made  easier,  because  he  can  pass  on 
to  the  consumer  the  saving  in  cost.  There  is  little  doubt  that 
this  country  is  gradually  going  back  to  price  merchandising.  The 
keenness  of  com])etition  for  available  but  limited  markets  makes 
this  inevitable.     The  sooner  useless  and  uncalled-for  eccentricities 
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of  production  are  eliminated,  the  sooner  will  manufacturers  be 
able  to  reduce  their  costs. 

Under  the  present  method  of  intensive  selling,  the  pressure 
upon  the  factory  to  turn  out  new  varieties  and  styles  is  exceed- 
ingly great,  because  by  having  something  new  to  show  the  buyer, 
whether  or  not  its  novelty  serves  any  useful  end,  the  super-sales- 
man's task  is  made  easier.  As  long  as  a  novelty  supplies  talking 
points,  competition  is  the  more  readily  dealt  with,  for  the  sales- 
man can  employ  all  his  guile.  Unless  the  elements  of  newness  are 
sound  and  worthy,  however,  the  advantage  is  but  temporary.  The 
consumer  will  be  dissatisfied.  The  seller  will  sacrifice  both 
prestige  and  profit. 

The  wastes  of  useless  diversification  are  eliminated  by  scien- 
tific marketing.  Market  research  indicates  the  requirements  of 
consumption,  both  actual  and  potential.  The  manufacturer  need 
no  longer  torture  his  imagination  or  resort  to  his  overworked 
guessing  ability  in  order  to  devise  new  ways  of  tickling  the  con- 
sumer's fancy.  He  can  determine  by  methods  of  some  precision 
what  will  sell,  and  can  thus  eliminate  risk  and  worry. 

Lack  of  Marketing  Organization. — So  far  as  the  individual 
company  is  concerned,  marketing  wastes  can  be  eliminated  or 
reduced  to  a  small  percentage  by  proper  organization.  This  does 
not  imply  the  necessity,  nor  the  desirability,  of  eradicating  ''per- 
sonality" from  the  marketing  process;  in  fact,  this  will  prob- 
ably always  play  a  dominant  part.  But  the  same  principles  of 
organization  which  have  reduced  production  costs  can  be  applied 
to  marketing,  resulting  in  even  greater  economies.  A  method  of 
procedure  founded  on  a  knowledge  of  costs  will  in  the  long  run 
eliminate  super-salesmanship  and  uneconomic  advertising,  and 
it  will  inaugurate  those  staff  departments  which  will  furnish  the 
essential  information  for  operating  efficiently. 

The  average  company,  as  now  organized,  encourages  marketing 
wastes.  Because  it  has  no  adequate  knowledge  of  costs,  it  em- 
barks on  many  unprofitable  plans.  Because  it  has  no  adequate 
knowledge  of  the  market,  it  stresses  the  wrong  appeals,  strives 
to  enter  the  wrong  fields,  adopts  the  wrong  objectives. 

In  many  cases,  a  company  is  ready  to  pay  an  excessive  price 
to  gain  the  consumer's  favor.  It  grants  ruinous  credit  terms 
merely  because  its  competitors  do  the  same.  In  desperation,  it 
launches  marketing  ''offensives,"  laying  down  a  barrage  of  adver- 
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tising,  sending  out  scouting  parties  of  specialty  and  missionary 
salesmen,  issuing  a  flood  of  hortatory  messages  from  head- 
quarters, hanging  out  flags  of  victory  when  quotas  are  passed. 
Yet  when  the  shouting  is  over,  what  has  been  gained?  A  tem- 
pora-ry  sally  which  has  increased  sales,  but  the  expense  of  which 
has  more  than  offset  the  added  profits.     Another  conquest  for 

super-salesmanship  and  marketing  waste. 

*       *        * 

A  suitable  program  of  marketing  reform,  even  if  applied  only 
to  individual  companies,  by  educational  methods,  and  had  to  do 
only  with  their  own  problems  of  management,  would — 

1.  Make  the  consumer's  lot  easier  and  less  worrisome.- 

2.  Reduce  the  cost  of  living. 

3.  Increase  the  profits  of  the  enterpriser. 

4.  Reduce  the  speculative  risks  of  business. 

5.  Conserve  enough  wealth  through  the  elimination  of  market- 
ing wastes  to  wipe  out  all  taxes. 

In  the  next  few  chapters  the  causes  for  the  present  situation 
are  traced  and  various  remedies  considered.  The  body  of  the 
book  is  devoted  to  a  description  of  how  the  principles  of  scien- 
tific marketing  may  be  applied  to  the  problems  of  the  individual 
company. 


PART  II 

THE  PRESENT  SITUATION  IN 
MARKETING 

Chapter  II.       Marketing  and  the  Public 
Chapter  III.     Marketing  and  the  Enterpriser 

The  thesis  of  this  hook  is  tJmt  the  be- 
ginning and  the  end  of  all  marketing 
problems  is  the  consumer.  The  con- 
suming public  is  therefore  discussed  at 
length,  in  order  to  make  clear  the  pres- 
ent situation  in  its  broader  aspects. 
How  the  requirements  of  the  consum- 
ing public  are  catered  to  by  business 
constitutes  the  other  half  of  this  prob- 
lem, and  this  subject  is  treated  in  the 
second  chapter  of  this  section. 


CHAPTER  II 

MARKETING  AND  THE  PUBLIC 

Marketing  as  it  exists  today  can  be  understood  only  when 
it  is  examined  in  the  light  of  its  historical  aspects.  It  represents 
the  undirected  effect  of  economic  pressures  on  a  distributive  struc- 
ture which  g-rew  up  to  the  needs,  not  of  quantity  production,  but 
of  production  on  a  small  scale.  Its  evolution  has  not  progressed 
further  because  so  far  it  has  been  able  to  carry  out  the  dis- 
tributive function,  although  in  a  wasteful  and  costly  fashion. 

The  marketing  wastes  described  in  the  previous  chapter  ulti- 
mately have  had  to  be  assumed  by  the  consumer.  These  wastes 
are  paralleled  by  marketing  abuses — that  is,  deliberate  attempts 
to  take  advantage  of  the  present  system  at  the  expense  of  the 
consumer.  These  abuses  have  aroused  the  attention  of  the  public. 
General  discontent  with  the  distributive  situation,  although 
quiescent  when  business  is  good,  is  ready  to  break  out  into  a 
demand  for  reform  the  moment  conditions  become  depressed. 

The  remedies  suggested  are  legion.  Distribution  has  become 
not  only  a  social  question,  but  also  a  political  and  legislative  one. 
The  true  remedy,  however,  will  probably  never  come  from  out- 
side. It  must  evolve  from  within,  as  it  inevitably  will  when 
public  pressure  becomes  strong  enough.  The  process  of  change, 
already  apparent,  goes  on  slowly  because  of  the  inertia  which 
must  be  overcome. 

The  functions  of  distribution,  as  they  have  developed,  are  con- 
sidered by  most  economists  to  be  fundamentally  sound ;  the  fault 
lies  in  the  method  of  carrying  them  out.  The  National  Dis- 
tribution Conference  concluded  that  ''the  essential  distribution 
functions  now  performed  by  various  agencies  are  fundamental 
and  none  may  be  eliminated,  but  must  be  assumed  and  continued 
by  others  if  present  agencies  are  replaced  by  new  methods."  As 
these  conclusions  fail  to  state,  the  true  remedy  for  the  situation 
lies  in  the  application  of  those  universal  principles  which  govern 
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the  conduct  of  any  business  enterprise  or  activity.  What  is 
chiefly  required  is  a  clear  conception  and  definition  of  these  prin- 
ciples and  some  intelligence  in  applying  them.  Unfortunately, 
neither  the  conception  nor  the  intelligence  is  yet  widespread. 

The  Historical  Retrospect. — In  the  Colonial  era  this 
continent  served  primarily  as  a  market  for  English  manufac- 
tures, and,  in  return,  as  a  source  of  her  raw  materials.  Hence 
American  industries  were  mainly  of  a  household  character,  the 
bulk  of  manufactured  goods  and  luxuries  being  English-made. 
The  rigid  mercantile  system,  whereby  colonies  existed  only  for 
the  use  and  profit  of  the  mother  country,  was  the  cause  of  much 
protest.  Yet  it  is  interesting  to  note  how  loud  was  the  cry  which 
went  up  when,  as  a  free  country,  we  were  shut  out  from  the 
trade  which,  as  an  English  dependency,  we  had  enjoyed.  The 
eventual  result  was  that  we  turned  increasingly  towards  internal 
development  and  a  seemingly  inexhaustible  market. 

The  great  era  of  expansion,  lasting  from  1820  till  1870  or 
later,  was  one  of  feverish  production.  New  England  embraced 
the  factory  system  with  open  arms,  forsaking  her  run-down  farms 
for  the  spindle  and  the  loom.  It  mattered  little  what  the  costs 
of  production  were,  as  long  as  the  goods  were  made.  The  ad- 
vancing frontier  took  care  of  them  all.  From  the  fifties  on,  the 
rising  tide  of  immigration  swelled  demand.  The  producer,  who 
had  hitherto  been  his  own  marketing  manager,  intrusted  the  func- 
tions of  distribution  to  the  wholesaler,  being  forced  to  turn  all  his 
attention  to  the  business  of  production. 

In  some  industries,  the  course  of  a  few  generations  brought 
the  transformation  from  handicraft  to  factory  system.  This  was 
the  case,  for  example,  with  the  shoe  industry.  In  every  instance, 
the  moment  factory  organization  was  completed  the  producer 
tried  to  find  somebody  else  to  assume  the  marketing  functions. 
His  only  thought  was  for  production ;  his  marketing  was  inci- 
dental and  haphazard.  Hence  arose  such  intricate  systems  of 
distribution  as  are  still  to  be  found  in  the  textile  industries. 

With  the  completion  of  the  great  railroad  network,  in  the  eight- 
ies, the  whole  country  virtually  lay  oj)en  as  a  market  for  the  do- 
mestic enterpriser.  The  great  decade  of  competition  set  in,  directed 
at  control  of  this  broad  market.  Trusts  came  into  prominence. 
There  was  the  Standard  Oil  Company,  which  was  considered  a 
"bad  trust,"  and  the  United  States  Steel  Corporation,  coming  some 


MARKETING  AND  THE  PUBLIC  23 

years  later,  which  was  considered  a  ''good  trust."     Both  organi 
zations    incidentally    made    their    profits,    not    from    production 
economies,  but  from  marketing  economies. 

Public  opinion,  which  in  the  beginning  had  favored  the  attempt 
of  the  enterpriser  to  control  markets,  at  the  end  of  the  century 
swung  into  opposition.  The  word  ''trust"  became  an  epithet  of 
reproach.  The  basic  principle  of  business  was  to  be  "free"  com- 
petition. Legislation  was  called  in  to  regulate  trusts  and  to  define 
marketing  ethics. 

At  the  present  time,  an  era  of  collective  action  seems  to  be 
starting.  Marketing  is  becoming  more  and  more  a  cooperative 
affair.  Trusts  are  becoming  pools ;  there  is  a  recognition  by  pro- 
ducers that  they  have  a  mutuality  of  interest,  and  that  this 
mutuality  of  interest  is  largely  concerned  with  markets.  Indeed, 
all  the  great  commercial  struggles  which  have  taken  place  have 
been  primarily  concerned  with  markets.  The  aim  now  is  to  find 
some  method  of  maintaining  free  competition  while  at  the  same 
time  obtaining  the  benefits  of  mass  production. 

The  Present  Marketing  Situation. — Marketing,  as  a  whole, 
is  in  a  high  degree  of  confusion.  Here  and  there,  how^ever, 
developments  are  appearing  which  indicate  a  tendency  to  reduce 
it  to  an  orderly  basis.  Scrutinizing  the  great  marketing  systems, 
one  finds : 

1.  In  agriculture  there  has  been  a  tendency  towards  coopera- 
tive marketing,  along  the  lines  of  the  Danish  cooperatives.  That 
is,  cooperative  organizations  are  formed  for  one  product  only, 
such  as  cranberries,  or  oranges,  or  grapefruit,  or  raisins.  Bind- 
ing contracts  are  made  for  the  production  of  individual  farms 
or  orchards  over  a  term  of  years.  A  marketing  expert  is  hired 
to  conduct  the  marketing  campaign.  Instead  of  disorganized 
and  haphazard  effort,  resulting  in  waste  and  added  cost  to  the 
consumer,  marketing  is  placed  upon  an  orderly  and  economical 
basis. 

2.  In  the  field  of  raw  materials,  where  markets  are  relatively 
fixed,  there  is  a  demand  in  some  quarters  for  government  owner- 
ship, notably  from  the  strong  labor  organizations.  In  some  cases, 
such  as  aluminum,  there  is  presumably  a  monopoly  control  which 
artificially  raises  prices  to  the  'consumer.  In  general,  the  raw- 
material  situation  is  unsatisfactory. 

3.  In  regard  to  technical  products,  the  trend  has  been  towards 
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giving  greater  service  and  the  establishment  of  competition  upon 
a  service  and  price  basis.     The  situation  here  is  better. 

4.  As  for  products  for  consumer  use,  manufactured  on  a  quan- 
tity scale,  there  is  a  mad  scramble  among  producers  to  force 
goods  on  the  consumer  by  means  of  high-pressure  merchandising. 
It  is'  here  that  the  greatest  opportunities  exist  for  marketing 
savings. 

5.  In  the  retail  system  there  has  been  a  pressure  from  the 
manufacturer  and  from  the  large-scale  retailer,  both  working  to 
obtain  control  of  the  consumer  market.  The  manufacturer  has 
developed  brands  at  great  expense  to  himself  and  to  the  public. 
The  large-scale  retailers  have  largely  succeeded  in  eliminating  the 
middleman  as  far  as  they  themselves  are  concerned,  and  have 
insisted,  not  without  success,  in  pricing  goods  to  suit  themselves 
rather  than  to  please  producers.  They  buy  where  they  can  get 
goods  to  the  best  advantage,  and  merchandise  mainly  on  a  price 
basis.  In  the  retail  field  marketing  is  more  efificient  than  else- 
where.  Here,  functionalized  processes  are  rapidly  being  perfected. 

Marketing  Abuses. — Competitive  selling  in  a  market 
where  one  seller's  gain  is  another  seller's  loss  has  brought  about 
a  condition  where,  as  Veblen  aptly  remarks,  "any  device  or  ex- 
pedient which  approves  itself  as  a  practicable  means  of  cutting 
into  the  market,  on  the  part  of  any  one  of  the  competitive  con- 
cerns, presently  becomes  a  necessity  to  all  the  rest,  on  pain  of 
extinction."  ^ 

Committee  II  of  the  National  Distribution  Conference  has 
listed  the  causes  for  trade  abuses  as  follows : 

1.  Fluctuations  of  prices. 

2.  Lack  of  sound  business  methods. 

3.  Marginal  and  "fly-by-night"  business. 

4.  Fluctuations  in  style. 

5.  Discrimination  among  customers. 

6.  Trading  on  good  will. 

7.  Retaliation   for  past  injuries. 

8.  Expansion  of  business. 

9.  Lack  of  standard  practices. 
10.  Lack  of  standard  products. 

*  Thorstcin  Veblen — Absentee   Oumership. 
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11.  Lack  of  machinery  for  adjusting  disputes. 

12.  Deliberate  and  habitual  dishonesty. 

Practically  all  of  the  above  causes  are  due  to  lack  of  a  proper 
conception  of  marketing,  and  the  failure  to  provide  a  suitable 
organization  therefor. 

Cancellations  and  returns  are  outstanding  trade  abuses.  Dis- 
tributors at  times  place  orders  with  several  manufacturers,  later 
canceling  all  but  the  most  advantageous  orders.  When  prices 
decline,  buyers  return  merchandise  purchased  at  high  prices  and 
purchase  elsewhere  at  lower  prices.  Dishonest  claims  are  made, 
and  these  are  given  as  excuses  for  returning  goods.  In  style 
lines,  if  goods  do  not  sell,  they  are  often  returned  to  the  manu- 
facturer. Retailers  ask  credit  of  the  manufacturer  for  goods 
which  have  been  turned  back  by  consumers  without  valid  excuse, 
the  manufacturer  thus  bearing  the  burden.  Some  retailers,  when 
"overstocked"  through  the  efforts  of  specialty  salesmen,  turn  sur- 
plus goods  back  to  the  jobber.  That  is,  salesmen  who  persuade 
buyers  to  take  more  than  they  can  dispose  of  are  often  respon- 
sible for  returns.  Manufacturers  have  been  guilty  of  sending 
goods  not  ordered,  or  goods  in  excess  of  orders,  in  the  expecta- 
tion that  the  dealer  will  take  them  and  dispose  of  them. 

The  pressure  of  competition  makes  substitution  extremely 
tempting  to  the  manufacturer,  especially  when  there  are  no  hard- 
and-fast  standards.  Shirts  are  marked  ''Imported  English 
Broadcloth"  when  in  reality  the  material  is  of  domestic  manu- 
facture. 

Commercial  bribery  undoubtedly  exists  on  a  large  scale.  Com- 
missions are  paid  to  those  in  charge  of  buying  to  secure  orders. 
Buyers  are  often  indirectly  bribed  through  entertainment  and 
gifts  of  various  kinds.  There  are  many  other  charges  made 
against  the  buyers,  such  as  requests  to  sell  at  an  especially  low 
price  on  the  pretense  that  a  bargain  sale  is  to  be  held,  and  then 
marking  up  to  regular  prices,  thus  permitting  an  excessive  and 
illegitimate  profit. 

Losses  due  to  credit  frauds  are  estimated  by  the  American 
Institute  of  Accountants  at  $160,000,000  annually.  Other  esti- 
mates are  higher.  These  range  over  a  wide  field.  In  some  trades, 
antiquated  credit  policies,  such  as  paying  annually  or  semi-annu- 
ally, still  continue.  This  is  the  case  with  the  hardware  trade  in  rural 
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districts.  Trade  discounts  are  often  taken  when  they  are  unjus- 
tified. Cash  discounts  are  taken  after  the  time  limit  has  expired ; 
quantity  discounts  are  taken  when  amounts  bought  are  under  the 
Hmit;  retailers  take  the  jobbing  discount. 

It  is  common  practice  to  make  demand  for  concessions  further 
than  those  included  in  the  original  agreement.  There  are  often 
demands  for  excessive  service.  Contracts  often  contain  "joker 
clauses." 

Manufacturers  are  frequently  charged  with  violating  their  ex- 
clusive agency  agreements  by  selling  to  their  agents'  competitors. 
Rebates  are  sometimes  paid  to  avoid  any  appearance  of  special 
favor  to  certain  customers.  Large  buyers  are  favored  at  the 
expense  of  smaller  buyers  in  the  matter  of  deliveries. 

Fig.  2  illustrates  graphically  the  main  causes  for  disputes  be- 
tween manufacturer,  wholesaler,  and  retailer  which  have  given 
rise  to  the  various  trade  abuses  enumerated  above. 

Remedies  for  Trade  Abuses. — There  are  several  reasons 
why  trade  abuses  have  been  so  prevalent.  In  the  first  place,  an 
abuse  must  ordinarily  become  somewhat  flagrant  before  a  remedy 
can  be  evolved  to  eliminate  or  repress  it.  It  must  make  its  bane- 
ful influence  felt  somewhat  broadly  in  order  to  arouse  sentiment 
against  it.  Many  trade  abuses  have  been  kept  secret,  either 
through  fear  of  the  effects  of  disclosure  or  through  the  belief  that 
the  conditions  are  inevitable  and  the  game  must  be  played  as  it  is. 

The  remedies  for  the  marketing  situation  are  broadly  of  two 
kinds :  First,  those  which  may  be  applied  from  outside  of  busi- 
ness, whether  of  a  legislative,  political,  or  social  nature,  and, 
second,  commercial  remedies,  such  as  the  inauguration  of  trade 
ethics  by  trade  associations  composed  of  the  more  influential  and 
powerful  integers.  The  social  remedy  is  the  most  effective,  per- 
haps, but  it  is  the  slowest  to  take  effect.  Public  opinion  is  not 
readily  aroused,  but  once  it  is  kindled,  the  evil  in  question  can 
be  eradicated.  If  public  opinion  is  indifferent,  legislative  rem- 
edies can  be  but  halfway  eft'ective. 

Those  who  look  askance  at  plans  for  installing  a  scientific  mar- 
keting organization  may  advisedly  review  the  rapid  changes  which 
have  taken  place  in  marketing  practice  during  the  last  thirty  or 
forty  years.  It  has  been  comparatively  recently  that  there  has 
been  any  weakening  of  the  caveat  emptor  attitude  formerly  as- 
sumed bv  merchants  of  all  kinds. 
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The  legislative  remedy,  as  applied  by  the  Federal  Trade  Com- 
mission, has  undoubtedly  been  of  great  benefit  in  reducing  trade 
abuses  and  defining  unethical  practices.  Its  effectiveness,  how- 
ever, is  determined  by  the  backing  given  to  its  decisions  by  the 
public. 

Commercial  remedies  are  to  be  seen  at  their  best  in  the  for- 
mation of  trade  ethics  by  associations  of  sellers,  or  the  publica- 
tion of  an  ethical  code  by  individual  business  houses,  as  well  as 
by  a  strict  compliance  with  the  dictates  of  these  codes. 

The  Legislative  and  Political  Remedy. — The  twentieth 
century  has  been  marked  by  a  continued  trend  towards  pro- 
tective legislation.  Government  has  concerned  itself  with  the 
morals,  the  health,  the  education,  and  finally  the  business  rela- 
tions of  its  citizens.  In  each  case,  government  interference  has 
been  motivated  by  public  opinion,  aroused  by  the  existing  state 
of  affairs. 

Government  regulation  of  marketing  activities  rests  primarily 
on  the  Federal  Trade  Commission  Act  of  September  26,  191 4, 
and  the  Clayton  Act,  passed  on  October  15th  of  the  same  year. 
The  Federal  Trade  Commission  is  given  authority  to  do  various 
things.  In  the  first  place,  it  can  prohibit  unfair  methods  of 
competition  in  national  trade,  and,  to  do  this,  it  must  construe 
the  definition  of  the  courts  as  to  what  unfair  competition  con- 
sists of,  which  is,  in  itself,  no  mean  task. 

In  the  second  place,  it  can  prohibit  agreements  in  restraint  of 
trade  or  creating  a  monopoly,  which  again  entails  the  definition  of 
what  constitutes  such  an  agreement.  It  can  also  prohibit  arrange- 
ments made  to  create  price  discrimination. 

By  placing  the  administration  of  the  government's  activities 
in  the  hands  of  the  Federal  Trade  Commission,  although  final 
appeal  to  the  courts  is  allowed,  the  process  of  obtaining  relief  is 
much  expedited.  By  using  what  is  known  as  a  * 'trade  submittal" 
it  obtains  the  consensus  of  opinion  in  a  given  trade  as  to  what 
constitutes  undesirable  practices  therein. 

The  activities  of  the  Commission  to  date  have  covered  a  wide 
field.  It  has  proceeded  in  many  cases  in  regard  to  claims  made 
in  advertising  which  were  not  true,  especially  specific  claims  which 
constituted  misrepresentation.  It  has  had  much  opportunity  to 
decide  on  matters  of  price  protection,  as  in  cases  wliere  manu- 
facturers have  attempted  to  make  it  illegal  for  tlie  retailer  to  cut 
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the  prices  which  they  have  set.  If  the  manufacturer  sells  10 
agents,  thus  retaining  ownership  of  the  goods  until  they  pass  into 
the  hands  of  the  consumer,  there  is  no  trouble.  If,  however, 
sales  are  made  through  independent  distributors,  any  attempt  on 
the  part  of  the  manufacturer  to  control  resale  prices  is  held  to 
be  an  agreement  in  restraint  of  trade.  The  manufacturer  may 
refuse  to  sell  to  any  retailer  who  deliberately  cuts  prices,  but 
if  he  employs  methods  of  espionage  to  determine  whether  the 
prices  are  being  cut,  or  if  he  refuses  to  supply  goods  unless  a 
pledge  is  made  that  prices  will  not  be  cut,  he  is  acting  in  restraint 
of  free  competition.  Furthermore,  open-price  plans,  whereby 
trade  associations  send  at  stated  times  exact  prices  and  discounts 
to  members,  is  held  to  be  opposed  to  free  competition. 

The  Commission  sometimes  finds  it  difficult  to  make  decisions 
when  they  are  on  the  border  line  between  justifiable  cooperation 
and  unwarranted  restraint  of  trade.  But  there  are  other  simpler 
cases.  For  example,  it  is  illegal  for  a  manufacturer  to  require 
an  independent  retailer  to  stock  his  goods  to  the  exclusion  of 
those  of  his  competitors.  The  manufacturer  sometimes  gets 
around  this  proviso  by  supplying  retailers  with  sales  equipment 
which  can  be  used  only  in  selling  his  own  goods. 

The  most  important  phase  of  the  Commission's  work  is  not 
to  be  found  in  the  specific  decisions  which  it  formulates,  but  in 
its  progress  in  building  up  trade  standards.  If  these  standards 
are  based  on  sound  grounds,  it  is  probably  only  a  question  of 
time  before  the  Commission  will  not  be  required  to  go  to  any 
great  expense  in  enforcing  them.  A  body  of  trade  ethics  may 
be  expected  to  grow  up  which,  although  the  power  to  enforce  them 
will  still  lie  with  the  Commission,  will,  in  practice,  be  enforced 
by  the  opinion  of  the  trade  itself. 

Trade  Ethics. — Even  more  important  than  the  police 
power  of  an  official  body  is  the  attitude  of  the  individual  elements 
which  are  concerned.  For  example,  among  the  most  highly  devel- 
oped ethics  in  the  merchandising  world  are  those  of  the  large 
general  mail-order  houses.  These  institutions,  in  effect,  guar- 
antee the  satisfaction  of  the  customer  in  every  possible  way.  They 
accept  returns  of  merchandise  without  question ;  they  describe 
their  goods  accurately;  they  price  them  at  a  level  which  often 
brings  a  substantial  saving  to  the  consumer.  But  they  pursue 
these   policies   solely   because   of   economic   necessity.      A   high 
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Figure  3.     A  General  Summary  of  Trade  Association   Practices 
The  above  tabulation  shows  how  many  of  the  trade  associations  are  taking 
up  specifically  the  various   trade  abuses  which   exist   in  their   ranks,   such  as 
cancellations,    commercial    bribery,    credit    abuses,    and    the    other    causes    for 
dissension  between  manufacturer,  wholesaler,  and  retailer. 
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standard  of  ethics  with  the  mail-order  house  is  the  only  possible 
alternative. 

The  movement  towards  higher  ethics  goes  by  almost  imper- 
ceptible degrees  from  the  cases  just  quoted,  where  ethics  is  an 
integral  part  of  the  business  policy,  to  the  cases  where  ethics 
is  only  beginning  to  replace  the  old  caveat  emptor  policy.  The 
''truth  in  advertising"  movement  has  not  only  succeeded  in  elim- 
inating a  great  deal  of  advertising  fraud,  but  it  has  also  accom- 
plished much  by  toning  down  exaggerations  of  the  truth  which 
were  made  as  the  result  of  high-pressure  competition. 

A  great  many  trade  organizations  have  prepared  codes  of  ethics 
and  standards  of  practice  to  which  their  members  agree  to  adhere. 
Fig.  3  is  based  on  an  analysis  of  the  codes  and  standards  of  prac- 
tice of  400  trade  associations.  In  making  tip  these  codes,  trade 
customs  are  often  of  very  great  importance,  and  constitute  the 
basis  of  practice.  It  also  happens  that  codes  are  sometimes  for- 
mulated solely  from  the  point  of  view  of  the  members  of  the 
industry  and  without  adequate  cognizance  of  the  importance  of 
treating  the  consumer  ethically.  In  fact,  the  majority  of  these 
codes  of  ethics  regulate  the  behavior  of  members  of  the  indus- 
try towards  one  another  rather  than  towards  the  public. 

Where  a  code  of  ethics  limits  itself  to  statements  of  gen- 
eralities, it  cannot  be  expected  to  prove  of  great  practical  value. 
A  definite  standard  must  be  set  up  to  which  all  subscribe.  Rules 
for  guidance  and  control  must  be  formulated.  Nor  is  any  code 
valuable  (except  as  the  expression  of  an  ideal)  unless  the  mem- 
bers subscribing  to  it  observe  it  in  practice.  Every  code  should 
have  attached  to  it  certain  penalties  for  non-observance. 

Fig.  4  illustrates  the  principles  of  business  conduct  adopted 
by  the  Chamber  of  Commerce  of  the  United  States.  This  forms 
a  general  framework  to  which  the  codes  of  individual  industries 
should  conform  in  specific  terms. 

The  Consumer  Relationship. — A  survey  of  the  field  of 
scientific  marketing  encourages  an  attempt  to  draw  analogies 
between  marketing  methods  and  production  methods.  Such 
analogies,  however,  may  prove  misleading.  For  example,  in  pro- 
duction one  of  the  most  important  problems  is  that  of  the 
relation  between  the  employer  and  workman.  In  fact,  the  whole 
production  problem  revolves  around  this  relationship.  But  in 
marketing  the  relationships  are  much  more  complicated  because, 


Principles  of  Business  Conduct 
The  function  of  business  is  to  provide  for  the  material  needs  of  mankind, 
and  to  increase  the  wealth  of  the  world  and  the  value  and  happiness  of  life.  In 
order  to  perform  its  function  it  muct  offer  a  sufficient  opportunity  for  gain 
to  compensate  individuals  who  assume  its  risks,  but  the  motives  which  lead 
individuals  to  engage  in  business  are  not  to  be  confused  with  the  function  of 
business  itself. 

I.  The  foundation  of  business  is  confidence,  which  springs  from  integrity, 
fair  dealings,  efficient  service,  and  mutual  benefit. 
II.  The  reward  of  business  for  service  rendered  is  a  fair  profit  plus  a  safe 
reserve,  commensurate  with  risks  involved  and  foresight  exercised. 

III.  Equitable  consideration  is  due  in  business  alike  to  capital,  management, 
employees,  and  the  public. 

IV.  Knowledge — thorough  and  specific — and  unceasing  study  of  the  facts 
and  forces  affecting  a  business  enterprise  are  essential  to  a  lasting  indi- 
vidual success  and  to  efficient  service  to  the  public. 

V.  Permanency  and  continuity  of  service  are  basic  aims  of  business,  that 
knowledge  gained  may  be  fully  utilized,  confidence  established  and  ef- 
ficiency increased. 
VI.  Obligations  to  itself  and  society  prompt  business  unceasingly  to  strive 
toward  continuity  of  operation,  bettering  conditions  of  employment,  and 
increasing  the  efficiency  and   opportunities   of   individual   employees. 
VII.  Contracts   and   undertakings,  written   or   oral,   are   to   be   performed   in 
letter  and  in  spirit.     Changed  conditions  do  not  justify  their  cancellation 
without  mutual  consent. 
VIII.  Representation   of   goods   and   services   should  be   truthfully   made   and 
scrupulously  fulfilled. 
IX.  Waste   in  any   form — of   capital,    labor,    services,   materials,   or   natural 
resources, — is  intolerable,  and  constant  effort  will  be  made  toward   its 
elimination. 
X.  Excesses    of    every   nature, — inflation   of    credit,   over-expansion,    over- 
buying, over-stimulations  of  sales, — which  create  artificial  conditions  and 
produce  crises  and  depression,  are  condemned. 
XI.  Unfair  competition,  embracing  all  acts  characterized  by  bad  faith,  de- 
ception, fraud,  or  oppression,  including  commercial  bribery,  is  wasteful, 
despicable,  and  a  public  wrong.    Business  will  rely  for  its  success  on  the 
excellence  of  its  own  service. 
XII.  Controversies  will,  where  possible,  be  adjusted  by  voluntary  agreement 
or  impartial  arbitration. 

XIII.  Corporate  Forms  do  not  absolve  from  or  alter  the  moral  obligations 
of  individuals.  Responsibilities  will  be  as  courageously  and  conscien- 
tiously discharged  by  those  acting  in  representative  capacities  as  when 
acting  for  themselves. 

XIV.  Lawful  cooperation  among  business  men  and  in  useful  business  or- 
ganizations in  support  of  these  principles  of  business  conduct  is  com- 
mended. 

XV.  Business  should  render  restrictive  legislation  unnecessary  through  so 
conducting  itself  as  to  deserve  and  inspire  public  confidence. 


Figure  4.  Principles  of  Business  Conduct 

The  above  principles  of  conduct  were  adopted  by  the  Chamber  of  Commerce 
of  the  United  States  in  May.  1924.  They  serve  as  an  excellent  framework  for 
the  more  specific  codes  evolved  by  industrial  trade  associations,  pointing  out, 
as  they  do,  the  various  factors  which  should  be  included  in  such  codes. 
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in  addition  to  the  employer  and  his  salesman,  there  is  a  third 
party  to  be  considered  at  every  step,  and  that  is  the  buying  pub- 
lic. The  relation  between  the  company  and  the  public  is  the  most 
important  within  the  range  of  marketing  activity.  The  company's 
marketing  representative — that  is,  its  salesman — is  normally  only 
one  of  the  links  between  it  and  the  consumer.  The  salesman  may 
play  an  extremely  important  part,  or  he  may  be  a  relatively  unim- 
portant factor.  Usually,  he  is  merely  the  first  of  a  number  of 
functionaries  who  operate  in  the  chain  of  distribution. 

It  is  thus  apparent  that  the  management's  problem  of  produc- 
tion, wherein  only  a  single  personal  relationship  is  concerned, 
is  far  simpler  than  its  problem  of  marketing,  where,  at  the  min- 
imum, there  are  three  relationships.  It  is  this  greater  complica- 
tion which,  to  some  extent,  accounts  for  the  lack  of  organiza- 
tion apparent  in  marketing,  and  which  stands  in  the  way  of  any 
simple,  clear-cut,  and  easy  expedient  for  solving  the  problems  of 
marketing  organization. 

The  consumer,  once  a  negligible  factor  in  the  minds  of  sellers, 
is  now  arriving  at  a  position  of  dominance.  Distribution  has  been 
regarded  as  a  problem  of  individual  and  corporate  enterprise. 
But,  as  Ordway  Tead  points  out,^  ''this  problem  will  not  advance 
an  appreciable  distance  towards  a  solution  until  it  is  also  viewed 
by  business  men,  no  less  than  by  economists,  as  a  national  prob- 
lem. And  both  business  men  and  economists  must  come  to  see 
that  the  ultimate  measure  of  success  in  solving  the  marketing 
problem  is  not  alone  the  profits  of  individual  corporations.  It  is 
also  the  extent  to  which  the  entire  working  population  is  put  from 
day  to  day  into  possession  of  sufficient  purchasing  power  to 
enable  them  to  draw  more  fully  upon  the  national  income  than 
they  now  do." 

Mass  Production  and  the  Consumer. — Mass  production,  al- 
though it  has  brought  with  it  lowered  costs  of  manufacture  and 
lowered  price  to  the  consumer,  is  by  no  means  an  unalloyed  bless- 
ing. It  has  brought  with  it  over-production  on  an  unprecedented 
scale.  This,  in  turn,  has  made  it  imperative  for  the  producer 
to  find  new  outlets,  or  to  make  them  up  out  of  whole  cloth.  The 
cost  of  finding  or  of  creating  markets  is  in  some  cases  as  great 
as  the  saving  effected  through  mass-production  methods. 

^Annals,  American  Academy   of  Political  and   Social   Science,    September, 
1924,  viii,  p.  264. 
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It  is  probable  that  the  wise  manufacturer  of  the  future  will 
get  away  from  methods  of  absolute  and  continuous  repetition, 
and  that  he  will  devote  himself  to  building  articles  more  in  keep- 
ing with  demand.  This  change  will  come  about  with  the  passing 
of  the  old  generation  of  business  men,  who  were  primarily  manu- 
facturers, and  with  the  coming  of  the  new  generation,  who  are 
primarily  merchants. 

There  are  tendencies  in  this  direction  already  observable.  The 
absolute  standardization  methods  of  the  large-scale-production 
factory  force  the  small  competitors  to  specialize  and  to  find  a 
new  ground  of  satisfying  the  consumer.  Even  the  Ford  Motor 
Company,  the  greatest  exponent  of  mass  production,  found  it 
expedient  to  offer  cars  painted  in  various  colors.  This  innova- 
tion meant  a  considerable  increase  in  production  costs;  but  if  an 
increase  of  this  sort  is  offset  by  reduction  in  marketing  costs, 
due  to  the  fact  that  the  automobile  owner  does  not  want  simply 
a  black  car,  then  Ford  will  be  as  well  off  as  before,  and,  in  fact, 
better  off,  because  of  the  increased  satisfaction  his  product  is 
giving. 

The  enterpriser  must,  of  course,  produce  goods  in  quantity  in 
order  that  he  may  produce  them  cheaply.  But  there  are  good 
reasons  why  quantity  production  should  be  less  of  a  considera- 
tion to  the  manufacturer  than  it  formerly  was.  Quantity  pro- 
duction, in  some  lines,  appears  to  be  reaching  the  point  of 
diminishing  returns.  For  it  seems  unlikely  that  tlie  producer 
can  find  an  outlet,  in  domestic  markets,  at  least,  for  the  vast  flow 
of  commodities  which  modern  manufacturing  methods  have  made 
possible.  Furthermore,  the  expenses  of  management  mount 
steadily  with  the  size  of  the  producing  establishment  (beyond  a 
certain  critical  size),  so  that  the  unlimited  extension  of  manu- 
facturing facilities  brings  no  commensurate  reduction  of  manu- 
facturing costs. 

The  Producer  and  Labor. — The  economics  of  business  are 
somewhat  different  from  what  they  were  a  decade  ago  as  regards 
the  attitude  of  the  producer  towards  his  workmen,  and  znce  versa. 
The  shift  of  emphasis,  in  the  United  States  at  least,  has  been  from 
that  upon  industrial  relations  (relationship  between  employers 
and  workmen)  to  that  upon  company-consumer  relationship.  In 
the  past,  the  burning  question  has  been  between  capital  and  labor, 
each  side  becoming  arrayed  against  the  other   in   an  eff'ort  to 
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obtain  ascendency.  Such  a  state  of  affairs  is  the  natural  out- 
growth of  any  situation  which  creates  a  seller's  market.  This 
state  of  affairs  reached  its  climax  during  the  war. 

Now  that  the  buyer's  market  has  taken  the  place  of  the  seller's 
market,  the  issue  between  capital  and  labor,  formerly  so  clear- 
cut  and  decisive,  takes  on  a  different  complexion.  The  problem 
of  producing  goods  has  become  of  secondary  importance.  Being 
on  the  verge  of  over-production  much  of  the  time,  the  manu- 
facturer no  longer  needs  to  stand  over  his  workman  with  a  lash. 
And,  as  long  as  manufacture  is  of  necessity  checked  at  periodic 
intervals,  through  a  lack  of  suitable  outlets,  it  becomes  increas- 
ingly difficult  for  labor  to  bring  pressure  against  employers. 

As  labor  feared  (though  suavely  dissuaded),  automatic  ma- 
chinery, and  the  system  which  went  with  it,  have,  by  a  process 
of  indirection,  taken  from  the  workman  his  greatest  weapon,  the 
hand  tool,  which,  if  he  laid  it  down,  formerly  brought  about  a 
near-calamity.  The  automatic  machine,  turning  out  goods  faster 
than  they  could  be  consumed,  increased  machine  costs  and  de- 
creased labor  costs. 

All  this  does  not  mean  that  the  problems  of  industrial  rela- 
tions can  be  dismissed  from  the  enterpriser's  mind,  but  merely 
that  they  are  being  complicated  by  other  factors.  He  finds  him- 
self dealing  not  with  his  old  opponent,  the  employee,  but  with  the 
public.  The  producer  in  earlier  days  stood  in  a  position  of  abso- 
lute dominance.  Gradually  labor  rose  against  him.  Now,  the 
consumer,  hardly  even  recognized  as  being  a  factor  in  the  situa- 
tion, has  likewise  risen.  He  has  become  insistent,  or  at  least 
passively  insistent.  The  producer  today  is  beginning  to  realize 
that  he  is  merely  the  servant  of  a  master  whom  he  had  hardly 
ever  known,  a  master  who,  through  long-suffering,  demands,  and 
can  now  command,  the  most  incessant  and  arduous  service. 

The  Employee  as  Consumer. — A  great  deal  has  been 
written  about  the  regularization  of  employment,  and  the  effect 
which  scientific  management  has  had  and  may  have  upon  it.  But 
there  is  some  evidence  to  support  the  contention  that  scientific  man- 
agement in  its  production  phase  has  comparatively  little  to  do 
with  the  regularization  of  employment,  since  this  is  essentially 
a  marketing  problem  rather  than  a  production  problem. 

The  producer  has  dealt  with  the  workman :  he  is  now  dealing 
with  the  consumer.     To  some  extent  the  workman  and  consumer 
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merge  into  one.  A  great  proportion  of  the  population  falls  into 
the  class  of  employees,  using  that  term  in  its  broadest  sense,  and 
these  employees  are  often  the  heads  of  families  or  otherwise  in 
control  of  the  groups  in  which  they  move.  They  constitute  the 
cons'umers  of  the  country,  or  a  large  portion  of  them.  In  other 
words,  business  is  again  dealing  with  employees  not  merely  as 
workers,  but  rather  as  consumers  of  goods.  The  employee,  as 
an  employee,  has  fought  a  losing  battle  with  capital,  but  as  the 
specifier  and  the  consumer  of  the  fruits  of  enterprise  he  is  gain- 
ing the  upper  hand. 

The  business  man  hence  regards  the  public,  nowadays,  as  a 
potential  market  for  his  goods  rather  than  as  a  labor  market. 
The  tendency  for  businesses  to  consolidate,  the  formation  of 
trade  associations,  and  the  signal  success  of  experiments  in  co- 
operative marketing  foreshadow  an  increasing  solidarity  among 
enterprisers.  Consumers,  on  their  side  (partly  through  the  man- 
ufacturer's own  doing),  have  been  herded  into  groups  and  classes, 
and  there  are  other  indications  that  among  them  also  there  is 
a  tendency  towards  some  sort  of  ''consumers'  union."  In  other 
words,  there  are  two  factions  which  threaten  to  contest  for 
mastery  in  the  field  of  marketing. 

The  relationship  between  the  employer  and  the  workman  is 
one  of  bargaining.  The  workman  is  selling  his  labor  and  the 
employer  is  buying  it.  In  this  relationship,  the  employer  is  in 
the  stronger  position  for,  although  theoretically  the  workman  is 
selling  his  services  in  a  competitive  market  and  at  the  highest 
price,  yet  in  reality  he  does  not  have  at  his  command  the  facilities 
or  the  aptitude  for  bargaining  which  are  a  regular  part  of  the 
employer's  equipment.  In  dealing  with  the  individual  workman, 
therefore,  the  enterpriser  has  every  advantage.  It  is  the  result 
of  its  inferior  position  that  labor  has  been  forced  to  the  stratagem 
of  ''collective  bargaining." 

When  he  comes  to  deal  with  the  consumer,  however,  the  enter- 
priser finds  the  situation  a  very  different  one.  Here  again,  it  is 
true,  he  is  competing  with  other  enterprisers  who  are  trying  to 
sell  their  products  in  the  same  commodity  markets,  whereas,  be- 
fore, he  was  competing  with  them  for  the  purchase  of  services 
in  the  same  labor  market.  Beyond  this  point,  the  analogy  ends. 
The  enterpriser,  when  he  deals  with  the  men  in  the  street  as 
prospective  employees,  is  in  a  position  to  impose  his  will  upon 
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them;  but,  in  dealing  with  them  as  buyers  of  goods,  he  is  bound, 
under  the  present  conditions  of  commerce  in  the  United  States, 
to  accept  their  will  or  to  suffer  pecuniary  loss.  With  a  stabiliza- 
tion of  industrial  relations,  with  increasing  competition  in  mar- 
kets of  every  description,  and  with  the  surfeiting  of  consumers 
as  a  result  of  prosperity  and  over-production,  the  problem  of 
winning  and  keeping  the  consumer's  trade  is  becoming  the  most 
difficult  of  any  which  the  American  enterpriser  has  to  face. 


CHAPTER  III 

MARKETING  AND  THE  ENTERPRISER 

There  are  to  be  observed  certain  marketing  conditions  which 
are  prejudicial  both  to  public  and  to  enterprisers  alike.  Thus, 
some  entire  industries  are  in  bad  condition  due  primarily  to  the 
fact  that  they  have  never  devoted  themselves  to  marketing  prob- 
lems. Men  in  these  industries  are  past  masters  at  manufacture. 
Manufacture  is  the  element  in  which  they  live.  They  have  in- 
herited the  tradition  of  fabricating  goods,  but  beyond  this  their 
vision  fails  them. 

The  cotton  industry  is  a  case  in  point.  The  methods  of  mar- 
keting employed  here  are  crude.  They  are  inadequate  to  present- 
day  requirements.  Cotton  men,  as  a  class,  have  little  under- 
standing of  marketing.  They  assume  that  their  entire  job  is  to 
produce  yardage  and  to  turn  it  over  to  the  commission  house. 
At  this  point  their  function,  in  their  opinion,  ceases.  The  failure 
of  the  cotton  industry  to  recognize  the  need  for  developing  its 
marketing  structure  is  largely  the  reason  why  it  operates  for  a 
considerable  portion  of  the  time  at  a  loss.  Here  and  there  certain 
semi-revolutionary  movements  have  made  sporadic  headway.  The 
whole  industry  watches  with  closest  attention  the  marketing  ex- 
periments of  such  firms  as  the  Wamsutta  Mills,  which  have 
taken  over  the  jobbing  and  distribution  of  their  output,  in  oppo- 
sition to  all  the  customs  of  the  trade  and  all  the  traditions  of 
New  England. 

Selling  versus  Marketing. — In  the  majority  of  establish- 
ments little  exists  in  the  way  of  marketing  organization  beyond 
a  Sales  Department.  Marketing,  to  many  minds,  is  synonymous 
with  selling.  In  practically  every  organization,  marketing  is  built 
around  salesmanship.  It  is  the  salesman  who  deserves  the  credit 
for  bringing  marketing  to  its  present  state  of  development  and 
who  is  also  responsible  for  its  present  state  of  inertia. 

Wherever  '*go-getter"  salesmanship  is  brought  to  bear  upon 
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consumers,  the  tendency  seems  to  be  to  increase  marketing  costs. 
Even  in  industry,  where  comparatively  Httle  salesmanship  should 
be  needed,  they  are  also  raised  above  their  proper  level.  Yet  the 
revolt  against  present  marketing  practices  is  being  observed  in 
many  quarters.  There  is,  for  example,  growing  opposition  to  the 
tradition  that  the  customer  belongs  to  the  salesman,  and  that  the 
salesman  should  be  the  only  point  of  contact  with  the  customer. 
Efforts  are  being  made  to  prevent  the  prevalent  evil  of  the  sales- 
man's carrying  "his"  customers  with  him  when  going  into  the 
employ  of  a  competitor.  Although  this  practice  has  never  reached 
in  manufacturing  concerns  the  serious  proportions  which  it  has 
attained  in  the  selling  of  stocks  and  bonds  (where  the  clientele 
belongs  almost  as  much  to  the  salesmen  as  to  the  employing 
house),  it  has,  nevertheless,  been  one  of  the  great  evils  of  per- 
sonal salesmanship. 

Reaction  is  also  to  be  seen  against  the  time-honored  custom 
of  permitting  the  salesman  to  keep  to  himself  the  facts  about  the 
customer  which  should  be  a  matter  of  record.  In  accurate,  com- 
prehensive, and  up-to-the-minute  form,  such  records  should  be 
kept  in  the  company's  files,  available  for  instant  reference.  Some 
companies  insist  that  the  salesmen  should  be  held  responsible  for 
the  accuracy  and  completeness  of  such  records. 

Super-salesmanship. — One  of  the  principles  of  scientific 
marketing,  designated  as  "obiectivity  of  demand,"  is  often  directly 
at  variance  with  present  practice.  Twenty-odd  years  ago,  Fred- 
erick W.  Taylor  stated  that  industry  lay  at  the  mercy  of  the 
workman.  Today,  industry  lies  at  the  mercy  of  the  salesman. 
The  modern  salesman  attempts  first  to  create  demand  and  then 
to  satisfy  it.  He  depends  in  great  measure  upon  the  power  to 
substitute  emotional  for  rational  buying  stimuli.  He  sets  at 
naught  the  hypothesis  of  the  classic  economists  that  there  is  a 
point  beyond  which  benefit  to  the  buyer  is  not  commensurate 
with  the  buyer's  outlay. 

The  high  cost  of  distribution  is  largely  attributable  to  the 
present  system  of  super-salesmanship.  The  consumer  pays  for 
"distribution,"  whether  there  is  any  actual  distribution  or  not. 
If  he  buys  an  automobile  instead  of  having  to  be  sold  one,  why 
should  he  not  save  at  least  part  of  the  commission  of  the  super- 
salesman,  and  pay  $900  instead  of  $1,000?  Why  should  he  pay 
$100  for  being  persuaded  that  he  wants  one  make  of  car  ratlier 
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than  another  ?  Frequently  he  would  seem  to  be  paying  $ioo  more 
than  the  car  is  worth  in  order  to  help  defray  the  cost  which  the 
manufacturer  incurs  in  attempting  to  enlarge  his  market  beyond 
its  reasonable  bounds.  The  manufacturer  asks  to  be  paid  for 
operating  in  defiance  of  the  law  of  diminishing  returns. 

The  salesman's  task  is  one  of  appealing  to  the  most  primal 
of  human  tendencies,  the  desire  to  possess.  This  has  resulted 
in  an  enormous  increase  in  material  goods.  The  luxuries  of 
yesterday  become  the  necessities  of  today.  Business  produces 
in  huge  volume  things  with  identical  characteristics.  It  is  neces- 
sary to  find  buyers  with  common  desires,  common  requirements, 
common  buying  habits,  and  comparable  pecuniary  resources. 
Products  have  been  standardized,  and  to  some  extent  the  market 
for  them. 

The  salesman  himself  is  not  to  blame.  A  condition  exists 
which  he  profits  by,  but  which  he  does  not  understand  and  over 
which  he  has  no  control.  There  are  more  goods  produced  than 
there  is  an  active  call  for.  The  salesman,  therefore,  becomes 
a  tool  used  to  force  a  demand  which  is  often  based  on  no  sound 
need.  At  its  best,  the  efforts  of  super-salesmanship  can  be  re- 
garded merely  as  educational  in  character. 

Education  in  the  use  of  salable  products  is,  of  course,  already 
being  carried  on  by  schools,  colleges,  and  other  educational  insti- 
tutions, thus  making  buyers  and  consumers  much  more  critical, 
and  quicker  to  see  the  comparative  merits  of  goods.  This  form 
of  education  automatically  results  in  weakening  tlie  force  of 
purely  competitive  merchandising  efforts. 

Reaction  Against  Super-salesmanship. — Tendencies  are  on 
foot  which  may  counteract  the  top-heavy  condition  of  the  mar- 
keting structure.  The  situation  appears  to  be  reaching  that  junc- 
ture at  which  sheer  salesmanship  will  be  worth  less  than  it  costs. 
In  the  highly  competitive  markets,  the  average  consumer  is  already 
on  the  alert,  quick  to  perceive  where  his  advantage  lies.  As  long 
as  all  competitors  spend  equally  large  sums  for  the  hawking  of 
their  wares,  of  course  all  prices  will  tend  to  stand  at  a  uniformly 
high  level.  But  there  is  always  a  limit  to  such  a  condition.  Some 
merchant  eventually  realizes  the  benefit  of  doing  away  with  the 
inordinate  cost  of  super-salesmanship.  His  marketing  expenses  are 
thus  reduced,  his  prices  become  correspondingly  low,  and  he 
obtains  a  generous  share  of  the  business.     This  share  comes. 
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incidentally,  from  the  more  sophisticated  and  discriminating  cus- 
tomers, though,  at  the  same  time,  the  more  intelHgent  and  desir- 
able ones. 

It  seems  strange,  at  first,  that  there  is  not  a  greater  tendency 
than  at  present  for  companies  to  drop  out  of  the  fruitless  race 
of  competitive  selling  effort.  But  only  the  shrewdest  of  mer- 
chants realize  the  drawbacks  of  super-salesmanship.  Business 
benefits  are  supposed  to  show  a  return  proportionate  to  the  amount 
of  sales  energy  applied. 

What  the  super-salesman  sells  before  all  else  is  himself — that 
is  to  say,  the  personification  of  salesmanship.  He  advocates  sales- 
manship as  the  one  way  to  overcome  competitive  obstacles.  The 
average  manufacturer  has  been  inclined  to  accept  this  recom- 
mendation.    He  himself  is  thus  the  victim  of  super-salesmanship. 

High-pressure  salesmanship,  although  expensive,  is  usually 
considered  a  legitimate  expense,  on  the  theory  that  any  expedient 
is  defensible  if  it  gets  profitable  business  away  from  a  com- 
petitor. Some  business  men  have  educated  themselves  to  the 
point  that  they  are  able  to  formulate  and  ask  themselves,  in  co- 
herent fashion,  the  question:  'Tf  I  should  take  the  money  that 
I  am  now  putting  into  high-pressure  selling,  and  apply  it  to  cer- 
tain other  purposes,  would  it  not  give  me  an  even  greater  advan- 
tage over  my  competitors?" 

Marketing  executives  must  soon  be  prepared  to  meet  this  ques- 
tion. To  it  there  are  several  answers.  The  most  obvious  of  these 
is  that  the  money  might  in  many  cases  be  spent  more  profitably 
in  improving  the  product  or  fitting  it  more  exactly  to  the  needs 
of  the  market.  This  would  give  the  company  a  lasting,  rather 
than  a  temporary,  advantage. 

One  result  of  the  tendency  will  be  a  reaction  against  mass 
production.  The  market  will  be  the  focus  of  the  business  man's 
attention,  while  manufacture  will  become  a  matter  of  secondary 
importance.  It  will  wait  upon  the  market,  as  is  the  normal 
state  of  affairs. 

Scientific  marketing  adopts,  in  accordance  with  its  principle  of 
objectivity  of  demand,  this  axiom :  'T  will  sell  a  man  what  he 
needs  and  ought  to  have,  and  I  will  not  sell  him  anything  else, 
even  though  he  might  be  induced  to  buy."  The  organization  of 
the  selling  is  not  so  much  changed  as  is  the  principle  upon  which 
it  is  based.     The  sales  manager  and  the  sales  force  will  remain 
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as  the  operating  mechanism,  but  objectivity  of  demand  will  re- 
place super-salesmanship  as  the  leit  motif. 

The  Enterpriser  and  the  Distributor. — The  keen  competi- 
tion to  find  profitable  outlets  for  mass  production  has  resulted  in 
what  might  be  almost  termed  "civil  strife"  between  manufacturers 
and  distributors.  The  country  is  inundated  with  manufacturers' 
advertising,  practically  all  designed  to  create  brand  conscious- 
ness for  the  manufacturer's  product.  The  private  brand  in  some 
lines  seems  to  be  falling  into  obsolescence.  The  jobber  is  fight- 
ing for  his  life,  while  in  some  fields,  such  as  groceries,  the  retailer 
of  independent  status  is  vanishing  before  the  tidal  wave  of  the 
great  chain  systems. 

It  seems  probable  that  there  will  be  a  reaction  from  the  pres- 
ent state  of  affairs  when  manufacturers  realize  it  is  costing  them 
more  to  obtain  "brand  consciousness"  and  "consumer  recogni- 
tion" than  it  is  worth.  They  will  also  discover  some  day  that 
"brand  insistence"  is  an  ignis  fatiius  which  is  eventually  extin- 
guished in  the  face  of  price  competition. 

There  is  still  a  place  for  the  middleman.  Jobbers  can  continue 
to  carry  out  their  normal  and  proper  function  of  distributing  to 
the  public  those  goods  which  it  wants,  but  as  to  the  origin  of  which 
it  is  not  particularly  interested.  Most  manufacturers,  on  the 
other  hand,  who  strive  to  have  their  particular  brands  pushed  to 
the  exclusion  of  other  goods  cannot  continue  to  succeed  in  this 
except  at  unduly  large  expense.  This  expense  is  normally  added 
to  the  price  of  the  product.  This  increment,  furthermore,  is 
little  more  than  a  substitute  for  the  consumer's  own  discrim- 
ination and  knowledge,  and  for  the  sales  clerk's  demonstration. 

The  manufacturer  of  branded  merchandise  is  incurring  a  heavy 
bill,  and  then  insisting  that  this  bill  be  met  by  the  consumer.  The 
consumer  will  continue  to  pay  it  until  he  begins  to  realize  that 
competitive  merchandise  at  a  lower  price  is,  in  all  honesty,  "just 
as  good,"  despite  the  odium  which  advertising  has  attempted  to 
attach  to  that  phrase. 

Much  is  said  in  advertising  circles,  and  also  in  the  adver- 
tising press,  about  the  value  of  brand  consciousness  and  the 
ascendancy  of  advertised  brands.  This  is  an  inevitable  conse- 
quence of  the  self-interest  of  advertising  men  themselves  and 
of  those  whose  task  it  is  to  prepare  editorial  pabuhim  for  them. 
Yet  the  fact  remains  that  the  really  important  functionaries  of 
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distribution — the  jobbers,  the  department  stores,  the  chain-store 
systems,  and  the  mail-order  houses — continue  to  sell  unbranded 
goods  successfully  and  in  large  quantities.  The  distributor  is  not 
particularly  interested  in  selling  branded  goods,  because  they  bring 
him  in  less  profit.  This  in  itself  is  some  indication  that  branded 
articles  have  the  adherence  of  distributors  only  so  long  as  the 
manufacturer  forces  demand  on  the  part  of  the  consumer. 

The  Enterpriser's  Incentive. — In  studying  the  marketing 
organizations  of  many  companies  in  the  course  of  professional 
work,  I  have  never  been  able  to  trace  a  parallelism  between  a 
company's  highly  developed  marketing  organization  and  its 
profits.  This  might  be  taken  to  indicate,  in  a  limited  way,  that 
a  highly  developed  marketing  organization  would  not,  of  neces- 
sity, be  profitable.  An  equally  fair  deduction,  however,  would 
be  that,  since  new  movements  in  marketing  are  only  just  now 
being  organized,  they  have  not  been  in  force  long  enough  to  bring 
forth  fruit.  The  marketing  organizations  of  American  com- 
panies are  notoriously  unstable.  It  is  common  for  them  to  have 
a  **shake-up"  at  irregular  intervals.  Such  travail  prevents  the 
showing  of  immediate  and  traceable  profits. 

The  only  incentive  of  sufficient  power  to  make  the  enterpriser 
endeavor  to  reduce  marketing  costs  is  profit.  The  mere  project 
of  applying  scientific  methods  to  marketing  procedure  has  no 
intrinsic  merit  in  his  eyes  except  as  it  may  be  effectual  in  increas- 
ing his  earnings.  He  is,  however,  keenly  interested  in  increasing 
marketing  efficiency,  especially  as  competition  grows  more  intense 
and  he  is  compelled  to  place  more  and  more  pressure  behind  his 
marketing  efforts. 

A  certain  amount  of  progress  in  reducing  costs  has  been  made 
by  some  companies;  but  the  advance  has  been  fitful  and  uncer- 
tain. Here  and  there,  market  research  work  has  been  attempted, 
but  in  good  times  there  is  no  apparent  need  for  it,  and  in  bad 
times  it  constitutes  an  expense  which  is  easily  lopped  off.  Fur- 
thermore, as  an  uncorrelated  activity,  not  forming  a  definite  part 
of  the  sales  organization,  its  value  is  not  translated  into  concrete 
terms.  It  is  considered  an  unproductive  department,  because  it 
does  not  show  a  profit  of  its  own. 

The  training  of  salesmen  brings  returns  more  promptly,  and 
hence  receives  considerable  attention,  although  this  work  rarely 
has  been  placed  on  a  scientific  basis.     The  planning  function  is 
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sadly  neglected,  executive  snap  judgments  being  depended  on, 
in  the  place  of  decisions  based  on  facts. 

Accounting  for  marketing  control  is  rapidly  becoming  more 
and  more  important.  Service  also  is  claiming  much  attention, 
although,  unfortunately,  not  so  much  because  of  its  intrinsic  merit 
as  because  of  the  example  of  competitors. 

The  Change  in  the  Enterpriser's  Problem. — These  various 
changes  in  marketing  procedure  have  been  concessions,  often 
involuntary,  to  the  altered  problem  of  the  enterpriser.  As  pre- 
viously stated,  the  machine  process  as  applied  to  mass  produc- 
tion accounts  for  the  present  over-development  of  competitive 
selling.  The  Ford  Motor  Company  offers  a  good  example  of  what 
happens  w^hen  emphasis  is  laid  on  production  rather  than  on 
marketing,  and  of  how  high-handed  methods  of  distribution  fail 
in  the  end  to  move  a  product  which  has  become  out-of-date. 

In  the  beginning,  the  Model  T  Ford  car  was  an  outstanding 
example  of  a  product  which  fitted  the  demand  of  the  market  so 
much  better  than  any  of  the  competitive  products  that  it  pos- 
sessed an  overwhelming  advantage.  At  that  time  there  was  no 
need  to  advertise,  or  to  employ  high-pressure  salesmanship. 

The  product,  finding  enormous  demand,  was  put  into  enormous 
production.  It  was  marketing  rather  than  production  which  was 
the  basis  of  Ford  advantage  in  the  beginning,  although  this  was 
not  appreciated  at  the  time,  nor  has  the  fact  been  properly  recog- 
nized since.  Until  1921,  Ford  had  a  virtual  monopoly  in  his  price 
class.  In  1 92 1  there  was  a  price  spread  of  $453  between  the  Ford 
and  the  Overland,  its  nearest  competitor.  In  1926  the  car  buyer 
had  27  choices  under  $1,000,  as  opposed  to  three  in  1921.  While 
the  open  Ford  model  was  still  the  cheapest,  the  closed  model,  on 
which  most  of  the  business  was  done,  was  in  direct  competition 
with  other  makes. 

As  the  natural  outcome  of  Ford's  initial  success,  production 
became  the  Ford  byword.  A  single  model  of  car  was  built,  to 
the  exclusion  of  all  other  models.  Prices  were  so  low  that  no 
one  else  could  meet  them.  Ford  production  has  been  constantly 
increasing  while  prices  have  been  coming  down. 

The  mass-production  principle,  which  had  been  one  of  the 
secrets  of  Ford  success,  now  threatened  to  become  an  insidious 
impediment.  The  Model  T  Ford,  in  the  course  of  decades,  be- 
came antiquated.     To  change  the  model  would  have  been  the 


MARKETING  AND  THE  ENTERPRISER  45 

logical,  although  an  extremely  expensive,  step.^  Instead,  Ford 
chose  to  bring  to  bear  modern  high-pressure  selling  to  take  care 
of  his  constantly  increasing  output.  He  tried  new  body  designs, 
this  being  patently  a  merchandising  expedient.  These  were  not 
received  with  public  acclaim.  He  sold  on  installments.  But 
others  could  do  this  as  well  as  he,  if  not  better.  He  tried  adver- 
tising, and,  when  this  failed,  he  condemned  it  as  uneconomic  and 
eliminated  it  entirely.  Even  price  reductions,  which  had  always 
before  brought  large  spurts  in  sales,  now  elicited  but  languid 
response. 

If  Ford  had  spent  his  money  in  building  an  up-to-date  auto- 
mobile, instead  of  purchasing  high-pressure  sales  effort  for  the 
merchandising  of  an  inferior  product,  he  might  still  be  in  the 
dominant  position  which,  by  a  continuance  of  his  present  policies, 
he  is  tending  to  undermine. 

One  of  the  factors  which  Ford  has  failed  to  reckon  with  is 
the  changing  character  of  his  market.  At  first,  and  for  many 
years  thereafter,  his  primary  market  was  the  individual  who  had 
never  before  owned  a  car.  Now  his  great  market  is  in  replace- 
ments, and  the  number  of  Ford  owners  who  buy  other  makes 
when  they  purchase  again  is  steadily  on  the  increase. 

The  present  situation  is  one  where  Ford  production  is  steadily 
falling  off  in  the  face  of  increasing  discontent  on  the  part  of 
dealers,  due  partly  to  smaller  percentage  of  profits  than  they  could 
make  on  other  cars,  and  partly  to  the  increased  difficulty  of  making 
sales.  The  whole  automotive  industry  is  waiting  to  see  w^hat 
Ford  will  do  when  he  changes  his  emphasis  from  production  to 
marketing,  as  he  inevitably  will  when  he  comes  to  realize  that  his 
success  has  been  built  by  conforming  to  economic  principles,  and 
not  by  defying  them. 

Overcoming  Competition. — Ford  has  chosen  one  method 
of  overcoming  competition,  a  method  which,  w^hile  temporarily 
successful,  is  ultimately  doomed  to  failure,  and  with  great  con- 
sequent loss  in  good  will.     There  are,  however,  various  answers 

^  Figures  as  to  the  cost  of  making  such  changes  are  not  available ;  but  they 
run  high.  The  Wall  Street  Journal,  in  an  article  appearing  at  the  time  the 
changes  were  made  in  Ford  body  design,  reported  a  delay  of  two  weeks  in 
production,  due  to  a  certain  error  in  body  design.  "The  Company  ordinarily 
averages  about  $10,000,000  a  month  profit,"  says  the  report,  "and  if  production 
was  delayed  two  weeks  the  loss  from  this  source  would  run  in  the  neighbor- 
hood of  $5,000,000." 
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to  the  problem  of  overcoming  competition  other  than  through 
high-pressure  salesmanship.  One  of  these  is  by  a  more  com- 
plete development  of  the  other  marketing  functions — better 
delivery,  better  service,  better  selection  of  goods,  and  a  better 
price  structure.  These  are  all  matters  which  will  be  discussed 
in  later  chapters. 

There  are  also  the  great  possibilities  inherent  in  cooperative 
marketing.  The  advantages  to  the  producer  of  farm  products 
through  cooperative  marketing  are  self -apparent.  They  have 
been  widely  adopted  in  sections  where  the  conditions  are  favor- 
able. In  foreign  countries  the  use  of  the  Kartel,  or  union  of 
producers,  for  marketing  purposes,  is  on  the  increase.  In  Ger- 
many particularly,  where  marketing  is  also  a  vital  problem,  the 
organization  of  Kartels  has  spread  to  almost  every  industry, 
with  varying  degrees  of  control.  The  general  purpose  of  the 
Kartel  is  to  do  away  with  the  evils  of  destructive  competition. 
In  this  country  Kartels  and  pools  have  always  been  frowned  upon, 
in  the  belief  that  they  were  opposed  to  free  competition.  It  is 
true,  indeed,  that  unless  they  are  strictly  regulated  the  saving  in 
marketing  cost  will  be  lost. 

There  is,  however,  another  and  better  remedy.  This  lies  in  the 
more  scientific  management  of  marketing  activities.  Such  man- 
agement will  produce  many  of  the  same  economies  which  result 
from  the  Kartel,  without  constituting  the  menace  to  free  com- 
petition which  it  carries.  The  application  of  such  management 
is  a  logical  and  inevitable  step.  It  is  merely  the  adaptation  of 
the  same  principles  which  have  already  been  applied  successfully 
to  production. 

The  Worker  versus  the  Salesman. — In  drawing  a  parallel 
between  production  and  marketing,  the  striking  fact  is  that  com- 
parisons often  go  by  contraries.  One  of  these  differences,  and 
one  that  is  basically  important,  is  the  relation  existing  between 
the  management  and  the  worker,  in  production  and  in  marketing. 

Despite  all  that  has  been  said  as  to  the  community  of  interest 
between  the  workmen  and  the  management,  there  are  many  times 
when  the  two  sides  fall  asunder.  One  perennial  issue  in  pro- 
duction is  as  to  what  constitutes  a  fair  day's  work.  Alanage- 
ment  complains  that  labor  output  is  too  low,  while  labor  tacitly 
or  openly  admits  that  restriction  of  output  is  a  necessary  safe- 
guard of  its  interests. 
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In  marketing,  a  dififerent  situation  exists,  as  regards  the  com- 
pany and  its  workers — that  is,  its  salesmen.  The  remuneration  of 
many  salesmen  is  in  direct  proportion  to  their  sales.  The  more 
the  man  sells,  the  more  money  he  earns.  He  is  always  glad  to 
get  as  many  and  as  large  orders  as  possible,  provided  it  does 
not  put  him  to  too  much  inconvenience  or  trouble.  Sabotage 
is  unknown  among  salesmen.  A  salesman's  strike  is  never 
heard  of. 

Why  should  this  difference  between  the  workman  and  the  sales- 
man exist?  The  workman  likewise  is  paid,  or  may,  if  he  chooses, 
be  paid,  in  proportion  to  his  output.  Yet  it  has  been  repeatedly 
shown  that  the  piece-work  system,  unless  carefully  handled,  is 
quite  as  likely  to  bring  with  it  labor  troubles  as  a  per  diem  rate. 

This  difference  between  workmen  and  salesmen  is  due  to  an 
inherent  difference  between  the  two  types  of  men,  and  also  to  the 
difference  between  the  conditions  under  which  they  operate.  Of 
the  two,  the  salesmen  are  usually  of  somewhat  higher  calibre. 
There  is  no  real  reason  why  it  should  take  a  better  man  to  do 
selling  than  to  engage  in  craftsmanship;  in  the  past  the  artisan 
has  held  a  position  of  greater  dignity  than  the  tradesman  or 
barterer.  The  fact  is  that,  with  the  increasing  difficulty  of  find- 
ing outlets  for  goods,  there  has  been  a  premium  placed  upon 
salesmanship.  Salesmen  are  paid  inordinately  high  salaries  and, 
accordingly,  the  temptation  is  for  the  more  ambitious  men  to 
engage  in  selling  rather  than  in  production. 

Another  difference  between  salesmen  and  workmen  is  due  to 
the  fact  that  it  is  for  the  benefit  of  the  latter  to  work  at  an  ap- 
proximately uniform  rate.  Rivalry  among  workmen  is  dis- 
paraged by  them.  Any  attempt  on  the  part  of  the  management 
to  obtain  higher  production  from  the  more  able  individuals  is 
met  with  suspicion  by  labor  leaders.  No  such  situation  exists  in 
the  sales  force.  The  custom  here  is  for  the  better  men  to  expect 
and  to  demand  exceptional  remuneration  for  exceptional  results. 

Another  analogy  which  goes  by  opposites,  when  comparing  the 
workman  and  the  salesman,  is  the  position  each  holds  during 
periods  of  depression.  In  dull  times  there  is  a  surplus  of  labor. 
Jobs  are  at  a  premium;  the  enterpriser  may  hire  operatives  on 
his  own  terms.  As  a  rule,  his  problem  is  rather  one  of  cutting 
down  his  force  without  crippling  it  than  it  is  to  hire  more  work- 
men, even  in  spite  of  the  low  wage  rate.     In  the  distribution  end 
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of  business,  however,  the  salesman  is  the  ''king  pin"  during  dull 
times.  His  position  is  exactly  the  reverse  of  that  of  the  work- 
man. His  services  are  more  than  ever  in  demand,  or,  at  least, 
more  desirable  than  ever.  According  as  the  salesman  is  efficient 
or  otherwise  during  depression  the  company  becomes  prosperous 
or  falls  behind. 

A  New  Philosophy  for  the  Enterpriser. — All  reform  in  the 
marketing  system,  of  whatever  kind,  is  bound  to  depend  largely 
on  the  attitude  which  the  enterpriser  himself  adopts.  This  will 
require  a  complete  reversal  of  position  from  that  held  at  present, 
where  the  enterpriser  begins  with  his  product  and  ends  with  the 
market.  E.  A.  Filene,  a  brilliant  student  of  marketing  prob- 
lems, has  summed  up  the  new  attitude  in  a  series  of  questions 
which  the  enterpriser  should  ask  himself  in  regard  to  his 
business :  ^ 

''What  article  can  I  manufacture  that  will  be  of  the  greatest  pos- 
sible use  to  the  greatest  possible  number  of  people? 

"How  can  I  manufacture  the  article  so  that  its  usefulness,  its 
quality,  and  its  durability  will  make  it  sell  itself,  as  nearly  as  that 
is  possible? 

**How  can  I  put  into  the  article  the  qualities  that  will  win  for  it 
the  permanent  loyalty  of  the  largest  number  of  consumers? 

"How  can  I  make  the  article  so  persuasive  in  its  appeal  that  my 
advertising  man's  job  will  become  less  and  less  a  job  of  argument 
and  more  and  more  a  job  of  telling  the  public  the  virtues  of  the 
article,  where  it  can  be  bought,  and  at  what  price? 

"How  can  I  organize  my  business  so  that  I  can  make  the  article 
at  the  lowest  possible  cost,  and  with  the  least  possible  waste  in  man 
power,  in  materials,  and  in  selling  effort? 

"How  can  I  manage  my  business  in  order  to  keep  the  wages  of  my 
men  going  higher  and  higher  and  the  selling  price  of  my  article 
going  lower,  so  that  I  can  be  sure  of  a  permanent  and  growing  body 
of  consumers  who  will  be  both  willing  to  buy  my  article  because  it 
is  useful,  durable,  and  reasonable,  and  able  to  buy  it  because  they 
have  the  money? 

"What  methods  must  I  adopt  in  order  to  make  it  safe  for  me  to 
plan  on  getting  my  profits  and  making  my  success,  not  from  a  high 
profit  per  article  on  a  few  sales,  but  from  a  low  profit  per  article  on 
mass  sales  that  run  into  the  millions?" 

It  is  a  frame  of  mind  receptive  to  such  questions  which  is  pre- 
requisite to  any  intelligent  consideration  of  scientific  marketing. 
*  The  Way  Out,  Doubleday,  Page  &  Co.,  1924,  pp.  196,  197. 
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Part  Three  opens  with  a  purely  ob- 
jective study  of  the  organisations  of 
well  known  and  successful  American 
concerns,  with  emphasis  upon  the  prin- 
ciples and  methods  which  they  employ 
in  marketing.  The  next  chapter  ap- 
proaches marketing  from  a  different 
angle — that  of  showing  what  a  market- 
ing organisation  must  be  in  order  to 
meet  the  theoretical  requirements  of 
successful  operation.  The  section 
closes  with  a  review  of  practice,  in 
which  it  is  shown  how  the  theoretical 
concepts  are  being  applied  to  specific 
enterprises. 


CHAPTER  IV 

THE  MARKETING  ORGANIZATION  OF  THE 
TYPICAL  COMPANY 

Marketing  organizations  of  typical  American  companies  are 
impressive  chiefly  because  of  the  wide  variety  of  method  used 
in  meeting  given  conditions,  because  of  the  instabiUty  and  con- 
stant upheavals  in  their  sales  departments,  because  of  the  dis- 
satisfaction of  the  personnel,  because  of  the  sway  of  tradition 
as  opposed  to  that  of  reason,  and  because  of  the  lack  of  rationale 
which  characterizes  their  whole  marketing  attack. 

There  are  certain  factors  which  have  exercised  a  determinant 
influence  on  the  form  of  marketing  organization,  such,  for  ex- 
ample, as  geographic  conditions,  product  complications,  and  certain 
practical  marketing  difficulties.  Lastly,  there  has  been  a  new 
element  injected  into  the  situation  by  the  call  on  all  sides  for 
service. 

Distance  at  one  time  was  the  all-important  factor  in  distribu- 
tion. In  many  cases  the  cost  of  transportation  was  responsible 
for  a  majority  of  the  cost  of  distribution.  With  the  coming 
of  the  railroads,  and  latterly  with  the  development  of  the  motor 
truck,  transportation  has  become  a  problem  in  planning  as  much 
as  anything  else.  Distance,  which  used  to  mean  being  out  of 
touch  with  the  home  office,  is  now  no  absolute  bar  to  efficient 
decentralization  of  the  selling  function. 

Product  complications,  which  generally  mean  that  the  market 
is  extremely  diversified,  demanding  a  wide  range  of  goods,  are 
more  important.  Even  this  problem  offers,  however,  no  insuper- 
able obstacle  to  f unctionalization ;  in  fact,  it  should  hasten  the 
process  because  of  the  state  of  confusion  otherwise  existing. 

The  various  engineering  and  service  problems  connected  with 
marketing  organizations  are,  ir  themselves,  arguments  for  func- 
tionalization,  although   to  many  they  may  appear  as  obstacles. 

SI 
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Only  through  functionaHzation  can  engineering  and  service  be 
carried  out  efficiently. 

Complication  in  marketing  activities  of  all  kinds  is  inevitable, 
applying  equally  to  marketing  conditions  and  to  the  marketing 
organization.  But  it  is  not  necessary  to  continue,  as  at  present, 
under  conditions  which  manifest  themselves  in  total  lack  of 
uniformity  of  practice  and  the  failure  to  provide  standards  of 
measurement,  and  other  standards. 

The  Territorial  Factor. — There  are  many  obstacles  to  the 
introduction  of  a  functionalized  organization,  such  as  that  em- 
ployed in  production.  The  company  which  is  seeking,  or  has 
already  attained,  quantity  or  rational  distribution,  for  example, 
and  which,  for  one  reason  or  another,  must  undertake  at  least  a 
portion  of  the  marketing  functions  itself,  has  a  tendency  to 
decentralize  its  various  marketing  activities.  Physical  distance 
prevents  close  team  work,  and,  while  it  tends  to  develop  indi- 
vidual initiative  and  independence  of  operation,  there  is  a 
diminution  in  that  efficiency  which  comes  only  from  a  close- 
knit  organization  working  in  unison. 

Decentralization  is  not  in  itself  an  evil,  although  it  makes 
more  difficult  the  problems  of  functional  organization.  If  staff 
departments  are  united  at  the  home  office,  then  the  support  given 
to  distant  branches  is  apt  to  become  less  helpful  and  less  efficient. 
There  is,  on  the  other  hand,  an  enhanced  need  for  an  able  Market 
Research  Department,  while  the  planning  function,  which  serves 
to  coordinate  the  whole  organization,  becomes  almost  a  neces- 
sity for  efficient  operation.  These  two  staff  activities  must  be 
handled  largely  from  headquarters,  while  the  problems  of  train- 
ing, accounting,  credits,  and  service  may  have  to  be  split  up 
according  to  regional  requirements. 

One  of  the  favorite  methods  of  handling  tlie  problem  is  to 
divide  the  market  into  geographic  sections,  placing  each  one  under 
a  district  Sales  Manager  who  has  complete  or  semi-complete  au- 
thority over  all  the  marketing  functions  in  his  territory.  Th3 
Coca-Cola  Company,  which  sells  nationally  a  single  standardized 
product  to  a  fairly  uniform  market,  has  a  field  organization  of 
five  Regional  Vice-Presidents,  each  with  complete  ''line"  autlwrity 
over  sales,  advertising,  and  production  activities.  Functional 
authority  is  vested  in  the  heads  of  departments  at  the  home  office. 
Under  each  regional  manager  are  placed  three  to  five  district  Sales 
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Managers,  with  line  authority  over  individual  salesmen,  sales 
decorators,  service  section  dispensers,  service  section  decorators, 
and  sign  painters. 

Under  the  functionalized  system  of  marketing,  the  selling 
function  becomes  specialized.  Special  service  managers  are  ap- 
pointed for  each  district,  as  well  as  accountants  and  other  neces- 
sary expert  talent.  Each  district  is  in  charge  of  a  branch 
manager  who  is  an  executive  in  every  sense  of  the  word.  He 
has  charge  of  the  coordination  of  activities,  much  as  do  the  Coca- 
Cola  Company's  Regional  Vice-Presidents. 

A  Multiplicity  o£  Products. — In  many  cases  a  company  is 
built  around  a  basic  raw  material,  or  a  basic  manufacturing 
process,  or  a  group  of  patents,  in  all  of  which  cases  the  manu- 
facturing relationship  is  obvious,  definite,  and  intimate.  There 
is  likely,  however,  to  be  little  or  no  interdependence  or  marketing 
relevance.  The  marketing  organization  of  E.  I.  Du  Pont  de 
Nemours  &  Company,  for  example,  is  extremely  complicated, 
due  to  the  great  number  of  products  manufactured.  It  is  made 
up  of  several  departments,  each  under  a  general  manager  who  is 
in  complete  control,  not  only  of  production,  but  also  of  sales. 
This  general  manager  is  responsible  directly  to  the  Executive 
Committee  of  the  company.  Each  department  makes  products 
foreign,  in  a  marketing  sense,  to  the  products  of  the  other  depart- 
ments. Even  in  one  department  there  may  be  a  wide  variety  of 
products,  seemingly  unrelated. 

Concerns  which  make  such  a  multiplicity  of  products  seem 
to  believe  that  no  general  marketing  system  will  fit  all  condi- 
tions. This  is  a  natural  assumption,  perhaps,  but  one  which 
inevitably  must  give  way  if  it  is  admitted  that  the  marketing 
functions  and  the  principles  of  marketing  remain  the  same  for 
all  products.  The  situation,  therefore,  is  not  one  of  hopeless 
incompatibility,  but  rather  one  presenting  difificult  problems  in 
organization. 

It  is  evident  at  the  start  that  there  are  some  activities  even 
of  those  companies  which  build  a  multiplicity  of  products,  often 
for  different  markets,  which  may  be  functionalized.  The  train- 
ing of  personnel  of  the  Marketing  Division,  the  analysis  of  the 
company's  markets,  and  the  planning  of  its  campaigns  can 
all  be  accomplished  to  best  advantage  when  each  of  these  basic 
activities   is   properly   organized.      The   market    for    gunpowder 
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and  the  market  for  paint  may  be  entirely  unrelated,  but  this  should 
present  no  difficulties  to  the  properly  trained  Market  Research  De- 
partment, since  it  ought  to  find  no  great  difficulty  in  investigating 
any  market. 

The  point  of  differentiation  for  the  company  making  many 
products  lies  in  the  Sales  Department,  which  may  be  divided  into 
as  many  sections  as  there  are  products  or  markets.  Each  product 
or  market  should  be  placed  in  charge  of  an  Assistant  Sales  Man- 
ager, while  the  General  Sales  Manager  is  made  responsible  for 
his  corps  of  subordinates. 

The  point  to  be  remembered  in  all  such  cases  of  apparent  diffi- 
culty is  that  staff  functions,  such  as  training,  research,  and 
planning,  are  applicable  to  any  number  of  products  or  any  num- 
ber of  markets,  while  the  line  functions,  such  as  selling,  must  be 
organized  to  give  maximum  service  to  the  various  types  of  market 
outlet  involved.  Or,  line  departments  may  be  organized  accord- 
ing to  types  of  market,  or  even  according  to  types  of  product, 
in  case  such  types  present  points  of  sufficient  differentiation. 

Diversified  Markets. — An  objection  to  functionalized  market- 
ing is  constantly  raised  by  companies  which  fancy  that  the 
peculiarities  of  the  market  for  their  line  effectually  prevent 
any  cohesive  and  functionalized  plan  of  marketing.  In  reality, 
this  situation  is  usually  less  difficult  to  handle  than  the  preceding 
one,  especially  if  the  product  is  uniform  in  nature,  with  differen- 
tiations of  size  or  construction,  perhaps,  to  suit  the  peculiar 
needs  of  the  various  markets. 

A  simple  case  of  market  differentiation  is  that  of  the  Goulds 
Manufacturing  Company,  manufacturers  of  pumps,  which  divides 
the  market  according  to  its  commercial  and  its  engineering  aspects. 
Small  pumps  comprise  the  commercial  line,  which  is  marketed 
through  hardware,  plumbing,  and  mill-supply  jobbers  and  dealers. 
The  engineering  line  consists  of  large  pumps,  which  are  marketed 
through  agents  or  direct  to  the  user. 

The  Bassick  Manufacturing  Company  sells  a  well-standardized 
product  to  a  diversified  field.  The  company,  which  makes  lubrica- 
tion equipment,  divides  its  market  into  five  distinct  fields : 

I.  Automotive,  which  again  is  divided  into 

a.  Manufacturers    who    buy   the    product    for    standard 
automobile  equipment 


THE  MARKETING  ORGANIZATION  55 

b.  Retail 

c.  Service. 

2.  Industrial. 

3.  Farm. 

4.  Railroad  and  railroad  appliances. 

5.  Export. 

Thus  the  market  is  divided  logically  into  its  component  parts. 
The  sales  to  the  automotive  field  are  handled  as  follows  : 

Manufacturers  of  automobiles  are  taken  care  of  by  a  sales  force 
of  four  men  w^orking  under  the  Sales  Manager,  who  call  in  person 
upon  automobile  executives.  Advertising  is  keyed  in  with  this 
program  to  influence  the  manufacturer  directly  and  indirectly. 

Retailers  are  sold  through  exclusive  distributors,  who  handle 
only  Bassick  products.  All  garages,  accessory  stores,  filling  sta- 
tions, lubrication  stores,  and  car  dealers  are  handled  in  this  way. 
Supervision  of  the  retail  sales  force  is  under  a  Sales  Manager  with 
a  staff  of  eight  men. 

The  company,  according  to  one  of  its  executives,^  has  succeeded 
almost  completely  in  standardizing  the  methods  employed  by  dis- 
tributors in  routing,  payment,  supervision,  and  handling  of  sales- 
men— also  in  office  practice,  methods  of  keeping  records,  and  meth- 
ods of  making  reports. 

Virtually  all  plans  are  developed  at  the  home  office  and  are  tried 
out  on  a  specific  territory,  or  part  of  the  territory,  before  being 
put  into  general  effect.  There  is,  however,  no  separately  organ- 
ized Marketing  Planning  Department,  plans  being  originated  in 
the  Advertising  and  Sales  Departments. 

Engineering  Features. — Companies  which  manufacture  prod- 
ucts of  an  engineering  nature  naturally  have  tended  to  give 
their  attention  to  the  technical  features  of  their  products  rather 
than  to  the  marketing  problems  connected  w^ith  them.  Furthermore, 
the  connection  between  the  production  and  sales  departments  has 
been  much  closer  in  such  companies  because  of  the  special  appli- 
cations involved,  and  because  of  the  special  job-shop  nature  of 
most  of  this  business.  Selling  is  almost  as  much  an  engineering 
problem  as  it  is  one  of  salesmanship. 

The  technical  products  built  by  a  given  company  as  a  rule 
have  common  characteristics  when  viewed  from  the  production 
standpoint,  but  diverse  characteristics  when  seen  from  the  market- 
^  W.  F.  Lochridge,  Advertising  Manager. 
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ing  standpoint.  Take,  for  example,  the  problem  confronting  the 
Dodge  Manufacturing  Company,  which  divides  its  business  into 
four  classifications : 

1.  Power  transmission,  a  part  of  which  is  dealer  business  and 
another  part  engineering  service,  furnished  in  some  cases  to  the 
dealer  and  in  other  cases  direct  to  the  consumer. 

2.  Material-handling  equipment,  taken  care  of  by  a  special 
material-handling  section,  under  the  direction  of  the  General  Sales 
Department.  While  some  of  this  business  is  handled  through 
dealers,  the  majority  of  it  is  direct  to  the  consumer. 

3.  A  special  Dodge-Timken  department,  in  charge  of  the  sale 
of  Dodge-Timken  hangers,  bearings,  pillow  blocks,  and  the  Dodge- 
Timken  loose  pulley.  While  this  department  is  directed  by  the 
General  Sales  Manager,  it  is  in  charge  of  a  separate  division 
of  the  sales  and  engineering  staff.  This  is  of  particular  interest 
as  showing  how  special  problems  will  ultimately  compel  func- 
tionalization. 

4.  Special-equipment  department,  handling  a  large  volume  of 
special  engineering  work,  such  as  plate-glass-polishing  equipment, 
rolling-mill  equipment,  and  the  like. 

The  above  handling  of  the  market  problem  is  based  both  on 
the  product  and  on  the  market,  with  complications  due  to  service 
and  engineering  requirements. 

The  problem  of  the  United  States  Sand  Paper  Company  is 
somewhat  different,  since  it  makes  a  product  which  is  both  tech- 
nical and  non-technical.  The  latter  is  distributed  mainly  by  the 
jobbing  trade  to  retail  hardware  dealers.  The  company  does  not 
assume  the  marketing  function  beyond  the  wholesaler.  In  the 
case  of  abrasive  material,  however,  each  consuming  industry  has 
its  own  requirements.  Certain  kinds  of  abrasives,  for  example, 
are  used  in  the  woodworking  industry,  while  special  material  must 
also  be  made  for  the  metal-working  industry  and  for  the  leatli^r 
trade.  To  market  these  technical  items  correctly,  the  company 
has  had  to  train  its  own  sales  force,  both  in  manufacturing  prob- 
lems and  in  the  proper  application  of  the  particular  kind  of  mate- 
rial best  suited  to  the  individual  operations.  This  is  another  case 
where  a  special  problem  calls  for  special  training  of  the  sales 
force.  To  this  extent  functionalization  becomes  an  inevitable 
evolutionary  manifestation. 
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Service  Problems. — Another  objection  to  a  functionalized 
system  of  marketing  is  raised  by  companies  with  peculiar  service 
problems.  Thus,  the  Fleischmann  Company  considers  that  it  has 
a  set  of  problems  unduplicated  by  any  other  concern  in  the  coun- 
try. It  manufactures  yeast,  a  convenience  product,  and  has  its 
own  distributing  organization,  without  recourse  to  brokers, 
jobbers,  or  the  other  numerous  wholesalers  common  to  the  grocery 
trade.  It  has,  furthermore,  two  distinct  markets  in  the  shape  of 
the  baker  and  the  retailer,  both  of  which  can  be  handled,  however, 
by  its  own  sales-delivery  force. 

It  is  difficult  to  see,  however,  why  functionalization  should  not 
be  applicable  with  particular  force  to  such  problems  of  distribu- 
tion. Here,  of  course,  sales  is  largely  a  delivery  problem,  but  it  is 
none  the  less  important  to  functionalize  the  training  of  these  sales- 
deliverymen,  to  plan  their  routes,  to  assign  territories,  to  for- 
mulate quotas,  to  install  a  system  of  records.  The  fact  that  a 
company's  business  is  peculiar  to  itself  does  not  mean  that  it  is 
less  susceptible  to  scientific  marketing  management. 

The  Lamson  Company,  makers  of  conveying  equipment,  cen- 
tralizes its  sales-promotional  and  sales-planning  activities  at  the 
main  office  at  Syracuse.  The  engineering,  sales,  and  installation 
details  are  handled  through  district  offices.  It  may  happen,  for 
example,  that  the  architect  for  a  particular  job  may  be  located 
in  New  York,  the  general  contractor  in  Philadelphia,  the  installa- 
tion in  Atlanta,  while  the  owner  resides  in  Chicago.  By  having 
a  district  organization  capable  of  handling  such  details,  these  sepa- 
rate but  vital  interests  can  all  be  brought  together.  Further- 
more, the  need  for  expert  attention  the  moment  anything  goes 
wrong  with  the  installation  is  usually  imperative,  so  that  it  is 
essential  to  have  a  service  man  within  reach. 

Different  Products  and  Different  Markets. — It  sometimes 
happens  that  a  company,  for  special  reasons,  makes  products  of 
entirely  different  natures  and  sold  to  entirely  different  markets. 
Thus,  the  S.  L.  Allen  Company  manufactures  Planet  Junior  farm 
tools  and  also  Flexible  Flyer  sleds.  Its  seasonal  problem  is  thus 
taken  care  of,  but  at  the  expense  of  catering  to  markets  which 
have  to  be  served  through  different  outlets. 

One  of  the  most  interesting  examples  of  this  type  of  prob- 
lem is  that  of  the  Wayne  Tank  and  Pump  Company,  which  makes, 
first,  pump  and  tank  products,  second,  industrial  softener  products, 
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and,  third,  domestic  appliances  of  various  kinds.  To  all  intents 
and  purposes,  each  of  these  is  treated  as  a  separate  sales  activ- 
ity.    For  example : 

1.  Pump  and  tank  products  are  marketed  through  'a  direct 
factory  sales  organization,  operating  on  a  salary  and  bonus  basis. 
In  certain  sections  of  the  country  the  organization  is  under  the 
jurisdiction  of  district  managers,  who  supervise  all  activities. 
The  personnel  is  trained  by  working  with  the  manager  or  experi- 
enced men  until  entirely  familiar  with  the  products  and  with 
marketing  conditions.  Since  99  per  cent  of  possible  customers 
may  be  identified  through  the  handbooks  of  the  trade,  the  market 
is  almost  absolutely  definite.  Advertising  is  functionalized  and 
centralized  at  headquarters. 

2.  Industrial  softener  products  are  marketed  by  a  sales  organi- 
zation operating  directly  under  the  home  office.  Advertising  in 
this  case  is  used  to  develop  a  mailing  list,  since  prospects  cannot 
readily  be  identified,  as  is  the  case  with  pump  and  tank  products. 

3.  Domestic  appliances,  which  include  household  softeners,  are 
marketed  both  by  direct  sales  and  by  dealer,  although  the  latter 
is  the  prevailing  method. 

This  is  an  interesting  example  of  marketing  growth  so  typical 
of  conditions  today.  A  given  company  finds  itself  with  certain 
products  to  dispose  of.  If  tliere  is  a  ready-made  means  of  dis- 
tribution, this  is  made  use  of.  If  it  cannot  procure  dealers  on 
profitable  terms,  or  if  no  dealers  exist,  it  builds  up  a  marketing 
organization  of  its  own.  In  some  cases,  companies  sell  to  whole- 
salers and  then  compete  with  them   for  the  retailer's  business. 

The  Present  Status. — The  above  examples  of  progressive 
concerns  of  high  standing,  taken  as  they  are  from  widely  dififerent 
fields  and  presenting  widely  dififerent  problems,  have  been  chosen, 
more  or  less  at  random,  to  indicate  certain  tendencies.  It  is  not 
possible  to  give  here  examples  of  unprogressiveness  in  marketing, 
but  such  examples  would  lead  the  observer  to  certain  conclusions : 

In  the  first  place,  opposition  to  functionalized  marketing  is 
founded  on  no  true  understanding  of  marketing  principles.  There 
is  a  general  realization  by  managers  that,  in  order  to  meet  com- 
petition, better  marketing  methods  must  be  employed,  but,  since 
each  believes  his  own  business  to  be  peculiar,  there  is  thought  to  be 
little  value  in  any  attempt  to  grasp  the  fundamentals  of  market- 
ing practice. 
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Second,  there  is  no  uniformity  of  practice  and  standards  among 
different  companies.  This  follows  naturally  from  the  belief  that 
each  business  is  different.  There  is,  however,  an  increasing  agree- 
ment that  marketing  problems  must  now  take  precedence  over 
problems  of  production. 

Thirdly,  it  is  evident  that  where  the  need  is  sufficiently  im- 
perative, functionalization  occurs  automatically  and  of  itself, 
as  a  natural  process,  but  that  there  is  no  conscious  and  intelli- 
gently directed  attempt  to  build  up  a  scientific  system  of  market- 
ing as  there  has  been  in  production. 

Fourth,  it  is  apparent  that  complications  are  growing  rapidly. 
The  solutions  for  these  complications  are  not  carefully  planned 
out,  but  occur  merely  as  temporary  stop-gaps  to  take  care  of  an 
immediate  need.  The  result  is  much  marketing  confusion  and 
added  marketing  costs. 

Fifth,  the  problem  of  decentralization  offers  both  the  greatest 
incentive  to  functionalization  and  the  greatest  obstacle  to  prog- 
ress in  that  direction.  It  is  a  growing  problem  because  of  the 
increasing  demands  for  service,  which  requires  district  and  terri- 
torial offices,  branches,  and  local  service  stations.  The  growth 
in  the  unit  size  of  companies,  on  the  other  hand,  adds  yearly  to 
the  number  of  organizations  which  are  able  to  practice  national 
distribution  themselves  and  to  maintain  their  own  branches. 

Sixth,  decentralization  is  opposed  to  functionalization  because 
of  the  geographic  and  organization  difficulties,  which  make  a  more 
or  less  complete  delegation  of  authority  almost  imperative.  It 
aids  functionalization  because  it  inevitably  centralizes  in  the  home 
office  such  functions  as  planning  and  research.  Even  the  train- 
ing function  is  specialized  in  many  cases  under  such  conditions. 

Lastly,  there  is  to  be  noted  the  dominance  of  the  personal  factor 
in  marketing  activities.  This  often  results  in  the  failure  of  the 
management  to  be  acquainted  w^th  the  markets  which  it  is  serving, 
this  being  left  largely  in  the  hands  of  salesmen  and  advertising 
agencies. 

Two  Types  o£  Marketing  Organization. — It  would  appear 
that  there  are  two  general  types  of  marketing  organization.  These 
are  indicated  in  Figs.  5  and  6.  The  first  is  the  older  type.  It  is 
represented  by  the  company  which  started  in  business  by  build- 
ing only  one  product,  and  which,  little  by  little,  added  other  lines 
which  were  closely  related  from  a  production  standpoint.     But 
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it  is  often  the  case  that  products  which  can  be  made  readily  by 
the  same  manufacturing  equipment  will  have  to  be  sold  to  entirely 
diverse  markets,  as  is  indicated  in  Fig.  5. 

The  second  type  of  organization  is  a  newer  and  rarer  devel- 
opment, but  one  which,  in  a  buyer's  market,  has  numerous  advan- 
tages. (See  Fig.  6.)  It  is  illustrated,  in  a  modified  form,  in 
the  automobile  business,  where  the  manufacturer  is  to  a  large 
extent  an  assembler  of  products  made  by  outside  concerns.     This 


Figure  5.    Conventional  Type  of  Marketing  Organization 

This  diagram  indicates  a  factory  which  makes  three  different  products. 
These  products  are  closely  allied,  from  a  manufacturing  viewpoint.  But 
they  must  be  sold  to  three  entirely  separate  markets.  This  means  a  different 
marketing  organization  for  each  product.    Cf.  Figure  6. 


type  of  organization  is  characterized  by  the  conscious  attempt  to 
build  a  line  which  shall  meet  the  requirements  of  one  market, 
regardless  of  whether  the  manufacturing  equipment  required  for 
this  purpose  is  available  within  the  company's  own  factory.  If 
necessary,  outside  factories  are  called  upon  to  supply  the  goods 
required  by  the  market  which  is  being  served.  Under  this  plan, 
the  manufacturer  assumes  a  sort  of  jobbing  function. 

The  greater  the  insistence  on  marketing,  the  better  oppor- 
tunity there  is  for  the  second  type  of  organization. 

The  Measure  of  Efficiency. — There  are,  of  course,  good 
reasons   for  the   inefficiency  of   many  marketing  organizations. 
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Some  of  these  shortcomings  may  be  apparent  rather  than  actual. 
It  is,  for  example,  extremely  difficult  to  devise  a  satisfactory 
measure  of  the  efficiency  of  a  marketing  organization.  The 
crudest  measure  is  the  volume  of  gross  sales ;  but  this  is  of  doubt- 
ful value.    If  volume  of  sales  were  the  company's  only  objective, 
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Figure  6.    Another  Form  of  Marketing  Organization 

The  objective  of  this  factory  is  to  supply  the  requirements  of  its  one  market, 
regardless  of  the  manufacturing  difficulties  which  may  be  involved.  If  the 
products  cannot  readily  be  made  in  the  company's  own  plant,  they  are  procured 
from  outside  sources.  This  is  a  development  of  the  older  system,  and  has  many 
advantages,  from  a  marketing  standpoint,  over  the  plan  shown  in  Figure  5. 

then  the  problem  would  be  comparatively  easy.  Most  sales  man- 
agers, it  is  true,  have  in  the  past  regarded  volume  as  almost  the  sole 
optimum.  In  accordance  with  it,  they  have  set  their  quotas  as 
high  as  possible  and  then,  by  arranging  contests  among  sales- 
men, and  by  other  expedients,  have  endeavored  to  force  sales 
to  the  limit. 
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The  results  of  such  a  pohcy  cannot  be  expected  to  be  lastingly 
satisfactory.  An  indication  that  they  are  not  satisfactory  is  that 
there  is  an  increasing  tendency  to  base  sales  contests  on  factors 
other  than  mere  volume  of  sales. 

Nothing  appears  in  the  present  review  of  conditions  to  indi- 
cate reasons  why  the  principles  of  marketing  may  not  be  developed 
and  applied  quite  as  definitely  and  profitably  as  those  of  produc- 
tion. Marketing,  in  fact,  has  a  certain  advantage,  because  it  can 
make  use  of  the  principles  which  already  have  been  developed  in 
production  fields.  Marketing  science  lags  behind  production 
science,  just  as  social  sciences  lag  behind  the  physical  sciences, 
but  its  possibilities  for  service  are  as  great  or  greater. 

Complication  versus  Simplification. — The  fact  that  market- 
ing activities  are  not  well  functionalized  sometimes  tends, 
paradoxically,  to  make  the  company's  organization  more  com- 
plicated. Even  when  its  marketing  organization  is  simple,  the 
simplicity  is  often  more  apparent  than  real.  The  fact  that  the 
personnel  concerned  with  marketing  problems  is  not  numerous 
does  not  mean  that  the  functions  performed  by  each  person  are 
not  many  and  complicated. 

Simplification  can,  of  course,  be  obtained  by  passing  on  cer- 
tain duties  to  other  marketing  functionaries.  Thus,  the  Bon  Ami 
Company  has  a  small  office  personnel,  and  an  ^exceptionally  small 
sales  force  selling  only  to  the  jobber  and  to  the  chain-store  sys- 
tems. Advertising  is  entirely  to  the  consumer;  no  sales-promo- 
tion work  is  done ;  no  dealer  aid  is  rendered.  The  company  spends 
much  effort,  however,  in  trying  to  get  the  jobber  not  to  over- 
stock. It  does  him  no  good,  since  there  is  no  quantity  discount 
given  to  any  distributive  functionary.  The  company,  with  a  view 
to  rapid  turnover  for  distributors,  has  established  warehouses  in 
about  fifty  cities,  and  has  twice  reduced  the  minimum  shipping 
quantities  so  that  the  trade  can  purchase  in  smaller  quantities. 

Other  companies,  however,  show  just  the  opposite  trend.  They 
are  gradually  eliminating  the  jobber,  with  the  result  that  they 
must  assume  his  functions.  This  naturally  results  in  a  higher 
degree  of  functionalization  within  their  own  organizations.  But 
there  are  comparatively  few  companies  which  have  developed 
mechanisms  for  taking  care  of  all  the  marketing  functions.  The 
result    is   a   great   numl)er   of    functionaries,    all    working   inde- 
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pendently  but  duplicating  one  another's  efforts.  And  this  means 
added  costs  to  the  consumer. 

Difficulty  of  Charting  Marketing  Organizations. — An  in- 
teresting point  to  note  is  that  companies  have  not  found  it  so 
easy  to  show  a  marketing  organization  graphically  as  a  production 
organization.  This  is  in  part  due  to  the  fact  that  marketing  is 
not  as  yet  so  highly  organized  as  production.  Organization  calls 
for  functionalization,  and  as  long  as  a  single  individual  does  all 
sorts  of  work,  there  can  be  no  true  functionalization. 

Another  difficulty  is  the  lack  of  standardized  practice  among 
the  marketing  departments  of  manufacturing  companies.  The 
whole  situation  is  subject  to  the  same  criticisms  which  used  to 
be  applied  to  production  departments — that  is,  no  standards,  no 
measures,  everything  rule  of  thumb.  As  the  official  of  one  com- 
pany states,  "wt  are  not  paralleling  anyone  that  I  know  of,  and 
if  we  are,  we  are  doing  it  unconsciously.  We  have  about  20  men 
in  the  field  operating,  I  believe,  a  wee  bit  different  from  anyone 
else."  This  sounds  the  keynote  of  the  marketing  organization 
of  the  ordinary  American  company. 

A  great  many  changes  are  occurring  in  marketing  organiza- 
tions. Some  officials  report  that  they  have  no  up-to-date  organi- 
zation charts  because  of  the  rapidity  with  which  these  changes 
take  place.  It  is  evident  that  this  arm  of  business  is  under- 
going a  more  rapid  development  than  any  other. 

Finally,  a  functional  form  of  organization,  as  opposed  to  the 
military,  or  line  and  staff,  is  the  hardest  kind  to  make,  if  it  is 
not  to  be  meaningless.  It  is  much  like  trying  to  indicate  the  third 
dimension  on  a  plane  surface. 


CHAPTER  V 
MARKETING  MANAGEMENT  IN  THEORY 

Scientific  management  of  any  kind  is  made  possible  only 
by  organization  and  control.  Organization  has  to  do  with  the 
arrangement  of  separately  functioning,  but  mutually  dependent, 
parts ;  control  relates  to  the  sustained  operation  of  these  parts. 

In  addition  to  an  understanding  of  the  technique  of  control, 
which  is  the  line  function  of  management,  it  is  necessary  to  have 
a  thorough  grounding  in  the  principles  of  organization.  Since 
functionalization  is  at  the  root  of  scientific  marketing  organiza- 
tion, it  is  essential  to  know  what  the  functions  of  marketing 
are,  both  from  the  standpoint  of  the  economist  and  from  that  of 
the  enterpriser.  While  the  economist  regards  the  field  of  mar- 
keting broadly  and  with  little  regard  to  ''practical"  considerations, 
the  enterpriser  lays  his  emphasis  on  the  functions  of  dispersion. 

Modern  management  is  based  largely  upon  the  principle  of  the 
division  of  labor.  Where  the  task  to  be  accomplished,  therefore, 
is  limited  or  temporary,  and  where  there  is  little  call  for  special- 
ization, there  is  small  necessity  for  an  elaborate  system  of  man- 
agement, nor  would  such  a  system  ordinarily  prove  economical. 
But,  as  the  range  of  activities  broadens,  and  as  business  becomes 
keener  and  larger,  as  well  as  diversified  and  specialized,  tlie  need 
for  developing  an  organized  system  of  management  becomes  more 
acute. 

In  the  actual  installation  of  a  system  of  scientific  marketing, 
the  task  of  providing  for  the  separately  functioning,  but  mutually 
dependent,  parts  calls,  first,  for  an  analysis  of  the  entire  under- 
taking, and,  second,  for  a  marshaling  of  the  personnel  neces- 
sary to  carry  on  the  work.  In  return  for  the  expense  and  efifort 
of  organization,  certain  advantages  are  secured  in  addition  to  the 
reduced  costs  and  added  profits.     The  chief  of  these  are: 

1.  That   through   organization   the   leader   multiplies   himself. 

2.  That  organization  permits  replacing  nervous  elements  by 
various  aids  and  mechanisms. 
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3.  That,  through  combination  of  many  minds,  many  ideas 
are  evolved,  the  best  of  which  ultimately  prevails. 

4.  That  organization  permits  the  executive's  energy  to  be  ap- 
plied more  efficiently  than  before. 

5.  That  organization  stimulates  and  energizes  all  individuals 
wrhom  it  affects. 

Control. — Organization  alone  is  not  sufficient  to  secure 
scientific  management.  It  must  always  be  accompanied  by  some 
mechanism  of  control,  and  the  two  essential  elements  must  be  inter- 
related in  such  fashion  that  the  best  results  are  obtained.  This 
phenomenon  of  control  depends  primarily  upon  the  social  nature 
of  mankind,  a  quality  in  itself  the  outgrowth  of  centuries  of 
self-preservation  through  collective  effort,  and  the  custom  of  fol- 
lowing a  leader.     In  fact,  control  inevitably  implies  leadership. 

Control,  on  the  other  hand,  also  involves  subordination.  It  is 
through  subordination  and  socialization  that  leadership  is  made 
possible.  Subordination,  of  course,  may  be  of  various  kinds,  such 
as  that  of  children  to  parents,  of  one  race  to  another,  of  one  class 
to  another,  or  of  an  individual  to  the  multitude,  in  which  case  the 
personality  of  the  former  is  subservient.  There  may,  however, 
be  subordination  to  some  great  ideal,  such  as  loyalty,  or  to  some 
dominant  personality  or  leader. 

He  who  controls  must  keep  two  things  constantly  in  mind.  In 
the  first  place,  control  is  not  mechanical,  but  psychological.  Lead- 
ership is  secured  through  applying  stimulus  to  men's  minds.  Loy- 
alty, however,  can  be  attained  only  if  it  is  reciprocated.  The 
leader  who  requires  loyalty  of  his  subordinates  must  first  show 
his  loyalty  towards  them. 

In  the  second  place,  the  leader  must  remember  that  the  collec- 
tive action  of  any  group  depends  upon  its  homogeneity.  If  all 
the  individuals  are  similar  in  type,  they  will  all  react  similarly  to 
a  given  stimulus.  Thus  if  the  sales  force  is  well  selected  and 
well  trained,  it  becomes  a  compact  body,  loyal  to  its  leaders, 
responsive  to  identical  stimuli,  and  obedient  in  action.  It  implies 
subordination  in  the  best  meaning  of  the  word — to  ideals,  which 
are  company  policies;  to  leaders,  who  are  company  executives; 
and  to  each  other  as  co-workers  and  as  men. 

Control  may  be  simplified  by  providing  a  mechanism  to  help 
carry  it  out.  The  latter  part  of  this  book  is  devoted  to  showing 
how  such  mechanism  may  be  set  up  and  put  in  motion. 
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Requisites  for  Organizing  Any  Activity. — In  order  to 
organize  any  activity  satisfactorily,  certain  requirements  must  be 
met.  Thus  any  plan  of  organization  must  be  such  that  its  mem- 
bers can  operate  jointly  to  better  advantage  than  separately.  In 
addition,  a  successful  organization  must  have  the  following  char- 
acteristics : 

1.  It  must  exist  for  the  fulfillment  of  a  definite  purpose. 

2.  This  purpose  must  constitute  endeavor  of  a  nature  suf- 
ficiently diversified  to  fall  readily  into  certain  separate  tasks  or 
functions,  each  requiring  distinct  capabilities  (or  other  qualifica- 
tions, such  as  proximity  to  the  work  to  be  done). 

3.  The  task  to  be  accomplished  must  be  sufficiently  wide  in 
scope  and  continuous  in  duration  to  warrant  finding  the  best 
method  of  dividing  it,  and  to  permit  training  the  several  mem- 
bers in  their  specialized  duties. 

4.  The  personnel  selected  must  be  ready  and  able  to  work 
efficiently  with  others,  and  each  member  must  be  capable  of  per- 
forming his  duties  with  the  maximum  efficiency,  considering  the 
remuneration  paid  for  his  particular  job. 

5.  The  duties  of  each  member  must  be  understood  by  all,  and 
his  line  of  authority,  as  well  as  his  line  of  responsibility,  must 
be  clearly  defined. 

6.  Finally,  the  greatest  advantage  of  any  type  of  organiza- 
tion cannot  be  obtained  unless  its  members  have  the  organization 
point  of  view.  The  essence  of  this  is  to  see  things  in  their  re- 
lated positions.  Through  increasing  knowledge  and  experience 
comes  the  power  to  associate,  to  discriminate,  and  to  differen- 
tiate. Tasks  no  longer  appear  isolated,  but  grouped.  The  or- 
ganization point  of  view  is  common  to  those  trained  in  the 
scientific  method.  Such  men  do  not  fail  to  observe  details,  but 
observe  them  only  as  components  of  a  whole. 

The  Political  Side. — Organization  of  any  kind  inevitably 
has  a  political  aspect.  This  is  true  in  government,  equally  true 
in  business,  and  especially  applicable  to  the  Marketing  Division. 
The  men  who  engage  in  marketing  must,  of  necessity,  be  versed 
in  the  lore  of  the  politician. 

It  would  seem  natural  for  position  and  prestige  to  result  from 
the  ability  to  discharge  one's  duties  well,  to  understand  the  tech- 
nology of  one's  job,  and  to  be  familiar  with  every  detail  of  one's 
work.      Such,    however,    is   not   always   or   even   ordinarily  the 
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case.  Men  who  go  no  fartlier  than  this  hold  subordinate  posi- 
tions and  command  low  salaries.  Positions  of  dominance  are 
held  by  men  adept  at  the  art  of  ascendancy,  of  self-promotion,  and 
even  of  intrigue.  Although  they  may  not  be  preeminently  capa- 
ble of  performing  the  mere  routine  of  their  work,  they  succeed 
in  rising.  They  devote  themselves  largely  to  contact  with  men 
outside  of  their  own  departments,  and  especially  to  their  superior 
officers.  Their  methods  are  political,  not  scientific;  fraternal 
rather  than  altruistic;  subjective  rather  than  objective;  and  self- 
seeking  to  the  last  degree. 

Those  who  have  had  an  opportunity  to  observe  the  inner  work- 
ings of  many  large  companies  will  agree  that  this  state  of  af- 
fairs is  almost  universal.  The  situation  is  not  sporadic  or  iso- 
lated, but  characteristic.  To  decry  this  situation,  or  even  to 
attempt  a  reform,  is  a  waste  of  time.  The  sensible  policy  is  to 
accept  it,  to  make  the  best  of  it,  and  to  utilize  those  principles 
and  practices  which,  under  a  given  set  of  conditions,  will  yield 
the  best  results. 

Upon  reflection,  it  will  appear  obvious  that  the  business  unit 
must  have  many  of  the  characteristics  of  a  political  one.  Control 
and  dominance  over  other  men  has  always  been  the  aim  of  those 
who  are  strongest  and  most  ambitious.  It  forms  an  end  to  which 
all  other  things  serve  merely  as  means.  Business  in  one  aspect  is 
a  form  of  warfare,  just  emerging  from  a  semi-martial  state.  The 
feudal  autonomy  of  the  individual  business  unit  has  been  curbed; 
its  efforts  must  not  be  destructive,  but  must  be  exerted  in  con- 
structive paths.  Business  is  being  regulated,  just  as  the  feudal 
barons  were  regulated.  None  the  less,  each  business  remains  an 
independent  unit,  with  strongly  marked  political  characteristics. 
A  successful  philosophy  of  management,  therefore,  must  pro- 
vide for  a  form  of  government  which  is  based  upon  psychological 
rather  than  mechanistic  and  engineering  principles.  While  a 
study  of  Taylor  is  basic,  a  study  of  Machiavelli  is  equally  im- 
portant. 

The  tendency  is  for  management  to  become  more  and  more 
of  a  science,  just  as  engineering  is  becoming  more  nearly  an 
exact  science  than  it  was  twenty  years  ago.  This  new  science 
of  management  has  certain  laws  and  principles  which  take  the 
place  of  hazy  ideas  and  rule-of-thumb  methods.  It  is  true  that 
marketing  at  its  present  stage  of  development  does  not  lend  itself 


68  SCIENTIFIC  MARKETING  MANAGEMENT 

to  rigidly  functionalized  methods  of  management  to  the  same 
extent  as  production,  yet  there  is  much  more  that  can  be  done 
than  has  as  yet  been  attempted.  In  general,  however,  marketing 
will  never  be  free  of  the  personal.  It  will  always  present  a  prob- 
lem- in  group  psychology. 

The  Theory  of  Organization. — Formerly,  industry  was 
carried  on  under  the  single-enterpriser  system.  The  partnership 
followed,  on  the  theory  that  two  heads  were  better  than  one. 
Later,  the  corporate  form  was  developed — a  species  of  legal  in- 
dividual, without  definite  term,  of  life.  In  this  country,  the  cor- 
poration now  serves  as  the  basis  for  practically  all  modern  busi- 
ness organization. 

In  a  good  organization,  each  of  its  members  puts  his  best  foot 
foremost,  while  drawing  his  lame  foot  out  of  the  way.  That  is, 
the  strength  of  the  members  is  magnified  out  of  proportion  to 
their  actual  numbers.  Weaknesses,  on  the  other  hand,  are  mini- 
mized, no  member  being  allowed  to  engage  in  activities  for  w^hich 
he  is  not  well  fitted.  Not  all  organizations,  however,  are  good. 
It  is  possible,  and  even  of  frequent  occurrence,  to  find  organiza- 
tions where  the  weaknesses  of  individuals  are  magnified,  while 
their  strength  is  constricted  to  the  point  of  inertia  or  even  extinc- 
tion. 

A  few  men  are  already  to  be  found  engaged  in  the  attempt  to 
apply  scientific  methods  to  marketing.  They  are  striving  to  find 
forms  of  organization  suitable  to  the  tasks  of  which  marketing 
is  comprised.  This  is  not  easy  to  do,  and,  as  yet,  there  has  been 
little  concerted  effort  in  this  direction. 

Organization  alone  can  never  solve  these  problems.  No  sud- 
den change  from  present  methods  to  a  highly  organized  system 
will  of  itself  prove  a  panacea.  Nor  will  a  decision  to  adopt  a 
scientific  system  cause  it  to  spring  full-fledged  into  being.  It  has 
taken  years  to  develop  forms  of  organization  suitable  for  produc- 
tion work,  and  even  these  are  not  entirely  satisfactory.  In  mar- 
keting, therefore,  which  is  an  even  more  difficult  process  to  or- 
ganize, a  long  period  of  experiment  is  to  be  expected. 

Furthermore,  as  in  every  case  where  highly  functionalized 
activities  are  enthusiastically  adopted,  there  is  always  a  temp- 
tation to  over-organize.  This  is,  of  course,  not  desirable.  In  a 
small  group,  the  temptation  will  be  less,  but  in  a  large  marketing 
department  any  plan  which  calls,  for  over-specialization  reacts  to 
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the  detriment  of  the  personnel.  Over-organization  leads  to  high 
overhead,  divided  authority,  and  slowness  of  action,  besides  mak- 
ing personal  contact  difficult  between  the  upper  executives  and  the 
men  on  the  firing  line. 

Types  of  Business  Organization. — In  marketing,  as  in  an)'' 
type  of  business  endeavor,  management  may  be  divided  into  line 
activities  and  into  staff  activities.  The  line  consists  of  those 
officers  who  give  orders,  maintain  discipline,  and  are,  in  short, 
responsible.  Staff  men  analyze,  initiate,  plan,  and  promote.  They 
tell  how  work  should  be  done.  In  line-and-staff  organizations 
the  staff  men  are  manifestly  specialists,  such  as  engineers,  in- 
spectors, and  technicians  of  various  sorts. 

The  outgrowth  of  the  principle  of  division  of  labor  in  manu- 
facture has  resulted  in  three  fairly  well  defined  types  of  organiza- 
tion. These  are  known  respectively  as  the  military,  functional, 
and  line-and-staff  types. 

In  the  military  or,  as  it  is  often  called,  the  line  form  of  or- 
ganization, all  authority  is  traced  directly  to  the  executive  in 
charge.  While  lines  of  authority  are  always  straight  and  direct, 
commands  may  be  transmitted  by  way  of  a  series  of  minor  of- 
ficers. 

Under  the  functional  type  of  organization,  each  executive  is 
presumably  a  specialist,  and  has  charge  of  every  activity  which 
comes  within  the  range  of  his  field  of  action.  The  employees  are 
no  longer  subject  to  one  ''boss,"  but  to  as  many  ''bosses"  as  are 
required  to  discharge  effectively  the  particular  task  in  hand. 

The  line-and-staff  organization  is  a  modification  of  the  two 
preceding  types.  It  resembles  the  line  form,  in  that  all  direct 
authority  is  transmitted  from  a  single  executive.  It  is  functional 
in  that  the  line  officers  obtain  from  a  supplementary  organiza- 
tion of  specialists  assistance  regarding  matters  of  a  technical 
character.  These  advisers  are  known  as  staff  officers.  They 
have  no  direct  authority  and  cannot  issue  orders.  The  easiest 
method  of  conceiving  of  a  line-and-staff  organization  is  to  con- 
sider the  various  members  of  a  line  or  military  organization  as 
having  consultants  available  for  purposes  of  counsel. 

Applying  Organization  to  Marketing. — Which  of  the  three 
standard  organization  types,  if  any,  is  suitable  for  the  Marketing 
Division?     Do  any  of  these  forms  of  organization  fit  the  task  as 
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they  are,  can  they  be  modified  to  fit  it,  or  will  it  be  necessary  to 
develop  an  entirely  different  model? 

No  definite  answer  can  be  given  at  this  stage  of  development. 
It  is  important  to  note,  however,  that  many  marketing  organ- 
izations find  their  present  systems  inadequate  to  their  require- 
ments. Even  the  companies  wdiich  are  foremost  in  the  adoption 
of  advanced  methods  aver  that  it  is  best  not  to  attempt  the  em- 
ployment in  marketing  of  those  sharply  defined  plans  of  organ- 
ization which  they  themselves  use  in  their  production  depart- 
ments. Even  the  pronounced  advocates  of  graphic  representa- 
tion do  not  find  it  advisable  to  visualize  their  marketing  activities 
in  this  way. 

Thus  the  executive  of  one  company  ^  says :  ''My  company 
does  not  operate  on  the  basis  of  an  organization  chart."  A  high 
official  ^  of  another  company  states,  'T  suppose  our  business  could 
be  charted,  but  we  have  never  seen  any  such  charts  that  would  ap- 
parently be  of  any  benefit  to  us."  Fig.  7  shows  an  organization 
of  the  Sales  Department  of  a  well-known  company.  It  does  not, 
however,  show  the  functions  of  the  Personnel  Department  in  the 
sales  field,  nor  does  it  show  the  committees  which  have  to  do  with 
sales  promotion  and  with  sales  planning. 

It  seems,  from  a  study  of  all  available  data,  that  the  eventual 
form  of  marketing  organization  must  have  functional  charac- 
teristics. It  has  been  fairly  well  established,  for  example,  that 
the  functional  principle  is  essential  to  the  success  of  a  production 
organization.  There  is  no  reason  to  believe  that  it  would  not 
apply  equally  well  to  marketing. 

One  of  the  pioneer  writers  on  scientific  management  brought 
out  clearly  the  strength  and  weakness  of  the  military  form  of  or- 
ganization. 'Tt  is  because  its  object  is  offense  and  destruction," 
he  says,  "that  evil  characteristics  are  most  prominent — arbitrari- 
ness, irresponsible  exercise  of  power,  harshness,  and  cruelty,  with 
anarchy  all  along  the  line." 

Companies  are  constantly  making  costly  blunders  because,  not 
being  composed  of  specialists  who  really  know  what  they  are 
about,  they  have  not  in  their  possession  the  evidence  which  alone 
can  prevent  the  strong-willed  leader  from  taking  matters  into 
his  own  hands  and  carrying  out  moves  which  are  at  variance 

^  H.  D.  Posey,  Manager,  Industrial  Division,  Lamson  Company. 

^W.  O.  Washburn,  Managing  Partner,  American  Hoist  &  Derrick  Company. 
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with  the  facts.  For  example,  one  executive  adopted  a  name  for 
his  new  product  merely  because  it  was  suggested  by  his  daugh- 
ter. Another  went  over  to  direct  selling  because  a  friend  of  his, 
in  a  totally  different  line  of  business,  advised  it.  A  third  per- 
mitted an  advertising  agency  to  run  his  likeness  in  the  firm's 
advertising,  although  he  had  reason  to  suspect  this  was  merely  a 
bit  of  strategy.  An  investigation  of  the  facts,  in  each  of  these 
cases,  would  probably  have  shown  that  the  decisions  were  wrong. 

It  should  always  be  kept  in  mind  that  functionalization,  as  a 
basis  of  organization,  calls  for  expert  advice.  Organization  is 
effected  through  intelligent  control,  rather  than  merely  by  strong- 
willed  leadership.  The  wise  executive  turns  first  of  all  to  expert 
advice  and  competent  counsel.  Armed  with  facts,  soundly  inter- 
preted, he  is  in  a  position  to  issue  orders  which  have  reasonable 
assurance  of  success.  His  predecessor,  without  competent  coun- 
sel, acted  on  guesswork  and  trusted  in  Providence.  Every  intel- 
ligent executive  should  now  recognize  that  he  is  not  playing  a 
game  of  chance,  but  is  working  out  a  result  by  means  which  are 
accurate  and  certain,  and  which  are  based  on  principles  of  almost 
mathematical  precision. 

The  Marketing  Functions. — Before  discussing  the  changes 
which  the  more  progressive  companies  are  making  in  their  mar- 
keting organizations,  it  is  necessary  first  to  have  a  clear  concep- 
tion of  what  the  marketing  functions  are.  The  distribution  of 
any  product  from  producer  to  consumer  requires  certain  clearly 
defined  services  or  steps,  normally  termed  functions.  These  va- 
rious steps  between  producer  and  consumer  may  be  numerous 
and  complicated,  as  is  the  case  with  almost  any  manufactured 
product,  or  they  may  be  few  and  simple,  as  is  the  case  with  a  load 
of  sand.  In  every  case  the  functions  are  present,  although  their 
importance  may  differ  widely.     (See  Fig.  8.) 

Tli/e  economist  groups  marketing'  functions  in  three  main 
classes : 

1.  Functions  of  concentration,  which  include  assembling  and 
grading. 

2.  Functions  of  dispersion,  which  cover  demand-creation  and 
merchandising. 

3.  Facilitating  functions,  such  as  storing,  transportation,  com- 
munication, financing,  and  risk-taking. 
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In  addition  to  these,  there  are  various  processes  of  conversion 
which  may  become  marketing  rather  than  manufacturing  propo- 
sitions. For  example,  the  product  may  have  to  be  packaged  at 
some  stage  after  leaving  the  producer,  as  is  the  case  when  a  jobber 
affixes  his  own  private  brand,  or  when  he  breaks  up  the  manufac- 
turer's package  into  smaller  lots. 

Functions  of  Concentration. — While  marketing  is  usually 
thought  of  as  a  process  of  broadcasting  commodities,  in  reality 
it  often  has  to  do  with  their  reception  as  well  as  with  their  trans- 


CONCENTRATION 


ALSO: 

COMMUNICATING 

TRANSPORTING 

FINANCING 

Figure  8.     The  Marketing  Functions 
Advertising    and    selling    (demand-creation    and    merchandising)    are   by    no 
'"cans  the  whole  of   the  marketing   phenomenon,   although  many  people   have 
lh  s  belief.     It  is  true,  however,  that  undue  emphasis  is  placed  on  the  functions 
of  dispersion,  to  the  detriment  of  the  other  functions. 


mission.     In  other  words,  its  functions  of  concentration  may  be 
important  as  those  of  dispersion. 

Concentration,  according  to  the  economist,  consists  of : 

1.  Assembling,  or  the  bringing  together  of  goods.  This  is 
usually  an  actual  physical  assembling,  although  it  may  be  only 
an  assembling  of  orders,  as  is  the  case  with  the  activity  of  the 
broker. 

2.  Grading,  or  the  classification  of  goods  so  that  they  may  be 
measured  by  suitable  standards.  The  grading  of  products  has 
progressed  furthest  with  such  staple  food  commodities  as  wheat 
and  corn.  Here  the  commodity  can  be  sold  on  specification,  sight 
unseen,  and  the  purchaser  can  be  certain  of  what  he  is  getting. 
Grading,  or  the  setting  of  standards,  is  becoming  increasingly 


74  SCIENTIFIC  MARKETING  MANAGEMENT 

important  in  manufacturing  as  the  standardization  of  products 
continues. 

According  to  the  enterpriser,  assembHng  consists  mainly  of 
purchasing,  or  perhaps  of  getting  the  goods  from  the  production 
department  into  finished  stores.  The  marketing  expert  is  of 
necessity  thoroughly  acquainted  with  those  markets  which  are 
being  purchased  from,  as  well  as  those  which  are  being  sold  to. 
This  specialized  know^ledge  can  hence  be  applied  for  the  benefit 
of  the  Purchasing  Department  as  well  as  for  that  of  the  Mar- 
keting Division.  In  fact,  the  rapid  development  of  marketing 
activities  may  eventually  bring  the  work  of  purchasing  within 
the  scope  of  the  Marketing  Division,  although  at  present  pur- 
chasing is  normally  considered  the  first  step  in  production,  and 
is  usually  under  the  jurisdiction  of  the  Production  (or  Operating) 
Division. 

While  grading  for  the  manufacturer  consists  of  final  inspec- 
tion, throwing  out,  salvaging,  or  returning  to  the  Production 
Department  all  seconds  and  inferior  goods,  it  includes  tl'te  fur- 
ther and  most  important  duty  of  price  fixing. 

Functions  of  Dispersion. — The  functions  of  dispersion  are 
those  which  are  chiefly  stressed  under  present  marketing  con- 
ditions. Demand,  for  example,  is  usually  created  both  by  adver- 
tising and  by  salesmanship,  thus  forming  the  focus  of  present- 
day  efforts. 

Merchandising  is  the  function  complementary  to  demand- 
creation.  The  former  satisfies  the  desire  which  the  latter  has 
induced.  For  the  manufacturer  it  would  cover  such  subjects 
as  display,  a  great  part  of  personal  salesmanship,  and  such  activi- 
ties as  sampling  and  demonstrations. 

Under  normal  conditions,  the  functions  of  dispersion  would 
merely  take  care  of  the  demand  which  existed.  Under  present 
conditions  these  functions  attempt  to  force  demand.  In  many 
cases,  demand  is  created  at  the  direct  expense  of  competitors. 
One  company,  if  it  is  to  be  successful,  must  employ  more  "ef- 
ficient" demand-creating  efforts  than  its  rivals.  What  business  it 
secures  is  obtained  by  taking  it  away  from  these  competing  firms. 
In  many  cases  the  products  are  of  equal  merit,  and  the  sole  result 
of  this  excessive  stress  on  the  dispersive  functions  is  to  increase 
the  cost  to  the  consumer.  One  current  advertisement  frankly 
tabulates  the  reasons  why  the  consumer  should  shift   from  his 
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competitors  to  him,  the  reasons  being  of  such  a  character  that 
any  member  of  the  industry  could,  in  all  likelihood,  advance  them 
with  e<']ual  justice. 

The  Facilitating  Functions. — The  facilitating  functions,  of 
which  the  most  important  are  storing,  transportation,  com- 
munication, and  financing,  are  often  assumed  by  middlemen. 
Before  any  manufacturer  decides  to  do  his  own  marketing,  he 
must  investigate  carefully  to  see  whether  he  will  be  able  to  carry 
out  these  functions  as  efficiently  as  the  middleman  is  already 
doing. 

Storing  occupies  a  position  midway  between  the  functions  of 
concentration  and  those  of  dispersion.  It  helps  to  take  care  of 
the  inevitable  lack  of  coordination  between  production  and  con- 
sumption. It  will  include  not  only  the  control  of  finished  stores 
at  the  factory,  but  also  the  provision  of  suitable  stocks,  properly 
w^arehoused,  at  strategic  points  throughout  the  market  territory. 

Transportation,  or  the  physical  shifting  of  commodities  from 
place  to  place,  becomes  a  greater  problem  as  the  scope  of  dis- 
tribution widens.  It  covers  the  entire  field  of  traffic  manage- 
ment. If  transportation  occupies  a  major  position  in  the  com- 
pany's marketing  program,  as  it  does,  for  example,  in  the  case  of 
the  packers,  then  a  special  traffic  department  will  be  required. 

Communication,  or  the  interchange  of  market  information,  is 
an  increasingly  important  part  of  marketing,  as  territories  in- 
crease. It  is  essential  to  keep  in  touch,  not  only  with  the  sales 
force  and  the  company's  branches,  but  also  with  the  company's 
customers. 

Finance  is  the  basic  facilitating  function  of  marketing,  as  it 
is  of  all  other  business  activities.  Risk-bearing  comes  under  this 
head  also,  the  most  important  of  which  is,  of  course,  the  ques- 
tion of  credits.  Accounting  is  also  included,  as  a  rule,  as  a  part 
of  this  function. 

The  Enterpriser's  Grouping. — The  method  used  by  the 
economist  in  dividing  and  classifying  the  marketing  function 
has  hitherto  served  a  purely  academic  purpose.  From  the  manu- 
facturer's point  of  view,  such  a  classification  has  little  practical 
value.  He  has  more  or  less  neglected  all  the  functions  of  mar- 
keting, with  the  exception  of  those  of  dispersion.  The  result 
has  been  that  the  other  functions  have  been  assumed  by  middle- 
men who  have  carried  them  on  more  or  less  efficientlv.     It  is  safe 
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to  say  that  waste  has  been  less  under  this  plan  than  it  would 
have  been  if  a  great  number  of  small  manufacturers  had  all  at- 
tempted to  perform  these  functions  by  themselves. 

There  has  been  a  reaction  against  the  middleman,  however, 
with  the  result  that  he  has  been  displaced  in  some  industries  where 
the  manufacturer  has  been  able  to  assume  the  various  facilitating 
functions  with  efficiency.  The  result  in  most  cases,  however, 
has  been  complication,  confusion,  and  duplication  of  functions. 

It  is  evident  that  the  enterpriser's  conception  of  marketing,  just 
as  the  economist's,  is  not  the  one  which  is  best  fitted  to  the  needs 
of  the  consumer.  Accordingly,  since  marketing  is  becoming  a 
more  and  more  complex  process,  instead  of  the  simplified  activity 
which  all  reformers  cry  for,  specially  trained  men,  conversant  with 
all  details  of  marketing  practice,  are  increasingly  in  demand. 
These  experts  know  the  structure  of  markets,  their  operation,  their 
characteristics,  and  their  idiosyncrasies,  just  as  a  factory  super- 
intendent knows  those  of  his  machines. 

The  next  chapter  will  attempt  to  show  how  a  new  procedure  is 
even  now  being  evolved  from  the  old  confusion,  and  how  it  points 
the  way  towards  a  new  method  of  functionalizing  marketing 
activities. 


CHAPTER  VI 
MARKETING  MANAGEMENT  IN  PRACTICE 

Marketing,  under  a  scientific  functional  system,  is  basically 
a  simpler  phenomenon  than  marketing  under  the  present  ar- 
rangement. Under  the  scientific  plan,  the  enterpriser  assumes 
that  the  public  needs  certain  commodities ;  he  then  sets  out  to  pro- 
duce those  commodities,  making  them  fit  as  perfectly  as  possible 
the  purposes  they  are  to  serve.  As  contrasted  with  this,  the 
current  practice  in  marketing  in  this  country  is  much  more  in- 
volved. Divested  of  numerous  adjuncts  (which  are,  however, 
important  elements  of  its  structure),  modern  marketing  is  es- 
sentially a  concerted  endeavor  to  anticipate  mankind's  wants  by 
the  widest  possible  economic  margin.  The  public  is  supplied 
with  possessions,  acquisitions,  and  appurtenances  far  in  advance 
of  its  need  for  them.  It  even  accepts  and  pays  for  certain  utili- 
ties which  prove,  in  the  end,  not  to  be  utilities  at  all.  This  sit- 
uation is  praiseworthy  up  to  a  certain  point,  since  it  serves  to 
stimulate  the  laggards  and  force  all  commercial  development 
forward. 

The  cost  of  such  a  method,  however,  is  great.  Marketing,  in 
this  sense,  has  become  a  process  of  producing  buyers,  instead  of 
being,  as  normally,  a  process  of  bringing  goods  to  a  buyer  who 
is  ready  and  waiting.  It  is,  therefore,  a  highly  artificial,  unstable, 
and  speculative  venture,  consisting,  as  it  often  does,  of  an  at- 
tempt to  force  goods  upon  a  market  already  over-supplied.  It  is 
a  situation  which  is  uneconomic  and  unsound,  at  once  precarious 
to  the  public,  to  the  enterpriser,  and  to  the  country.  It  is,  per- 
haps, the  underlying  cause  of  the  business  cycle. 

This  semi-pathological  state  is  the  inevitable  outcome  of  an 
abnormal  condition.  Scientific  marketing  aims  to  correct  this 
condition,  at  least  so  far  as  the  individual  company  can  correct 
it.  It  aims  to  go  back  almost  (but  not  quite)  to  the  normal 
condition,  which  is  that  of  supplying  wants  rather  than  of  creat- 
ing them.     It  meets  competition  by  knowing  the  market's  re- 
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quirements  to  a  nicety,  and  by  thus  being  in  a  position  to  fulfill 
them  better  than  anyone  else. 

The  Progress  of  Functionalization. — It  is  apparent  that 
scientific  marketing  is  at  variance  with  many  marketing  tenets 
which  have  hitherto  been  almost  universally  accepted.  It  takes 
none  of  these  for  granted.  It  looks  askance  at  any  attempt  to 
force  a  product  beyond  a  certain  point,  even  by  the  accepted 
methods  of  advertising  and  salesmanship.  It  is  inclined  to  re- 
ject any  scheme  which  is  founded  upon  an  abnormal  state  of 
affairs,  or  which  is  economically  unsound,  even  though  it  may 
be  temporarily  in  the  interests  of  the  company.  Although  eager 
to  make  use  of  any  principles  or  methods  which  have  been  de- 
veloped through  marketing  practice,  it  accepts  them  only  after 
careful  examination.  It  challenges  everything,  and  accepts  noth- 
ing merely  at  its  face  value. 

It  is  apparent  to  everyone  that  a  rapid  development,  exten- 
sion, and  specialization  of  the  fundamental  marketing  functions 
is  taking  place.  These  changes  are  going  on  in  some  cases  at 
an  extremely  rapid  rate.  Progressive  companies,  to  keep  pace 
with  the  tendencies  towards  diversification,  have  recently  been 
obliged  to  take  steps  to  functionalize  their  marketing  operations. 

But  the  process  of  functionalization  is  only  beginning  to  make 
itself  felt.  Advertising  requires  a  highly  trained  specialist ;  sell- 
ing calls  for  a  personality  with  unusual  qualifications  and  ability. 
Neither  type  is  fitted,  either  by  training  or  by  temperament,  to 
discharge  those  duties  which  the  other  marketing  functions  im- 
pose, and  which  it  is  more  than  ever  necessary  to  perform  well, 
in  order  to  assure  continuing  success. 

Problems  o£  Scientific  Marketing. — In  practice,  the  prob- 
lem is  to  build  a  working  organization  which,  while  not  depart- 
ing too  radically  from  the  conventional  model,  will,  at  the  same 
time,  provide  for  the  new  duties  in  the  most  effective  manner. 

Another  problem  is  how  to  group  the  functions  in  the  most 
efficient  way,  so  that  they  can  be  handled  by  the  men  best 
equipped  for  the  purpose.  The  men  performing  marketing 
functions  outside  of  sales  and  advertising  must  be  expert  at 
their  tasks ;  yet,  as  a  rule,  they  must  be  hired  at  a  lower  rate. 

Still  another  complicating  factor  arises  from  the  fact  that 
most  marketing  operations,  as  opposed  to  production  operations, 
are  scattered.     Marketing  personnel  can  seldom  be  grouped  to- 


MARKETING  MANAGEMENT  IN  PRACTICE         79 

gether  at  the  home  office ;  some  of  the  strongest  men  must  be 
delegated  to  branch  managerships.  Thus  the  normal  tendency 
to  follow  out  the  principle  of  the  division  of  labor  is  to  some 
extent  frustrated.  Probably  it  is  largely  for  this  reason  that 
sales  divisions  are  usually  operated  on  the  military  type  of  or- 
ganization. Highly  functionalized  organizations,  or  even  line- 
and-staff  organizations,  cannot  be  economically  operated  under 
the  present  hit-or-miss  methods  except,  perhaps,  by  the  largest 
companies  which  can  absorb  the  excess  overhead  because  of  the 
magnitude  of  their  business. 

In  the  interests  of  economy,  it  is  common  practice  to  delegate 
functions  which  are,  strictly  speaking,  within  the  realm  of  mar- 
keting to  officers  in  other  departments  of  the  company.  One 
would  not,  therefore,  expect  to  find  a  working  marketing  organ- 
ization in  which  all  the  marketing  functions  were  provided  for, 
in  self-contained  fashion,  except,  of  course,  in  a  purely  trading 
establishment. 

Obstacles  to  Functionalization. — There  are  a  number  of 
difficulties  in  the  way  of  carrying  out  functionalization,  aside 
from  those  already  mentioned.  Most  of  these  have  to  do  with 
problems  of  organization.  An  examination  of  current  practice 
reveals  the  following: 

1.  No  standard  method.  Each  company  must  evolve  its  own 
method  of  functionalizing  its  activities.  There  is  little  or  no 
attempt  to  take  cognizance  of  what  other  companies  are  doing, 
partly  because  of  the  strongly  intrenched  belief  that  each  com- 
pany is  different,  and  partly  also  because  there  is  little  inter- 
change of  information  on  these  subjects.  It  is  true  that  no 
method  can  be  evolved  which  will  take  care  of  the  details  of  all 
companies,  but,  granted  that  the  fundamental  principles  are  iden- 
tical, then  the  problem  becomes  one  of  adapting  rather  than  of 
originating. 

2.  Functionalization  only  partial.  As  is  natural  with  any 
evolutionary  development,  functionalization  as  now^  practiced  is 
only  partial,  not  complete.  There  is  no  separation  of  activities 
into  their  component  parts,  except  as  necessity  dictates.  A  com- 
pany will,  for  example,  have  some  particularly  important  func- 
tion to  perform,  such  as  service,  and  this  one  function  will  be 
segregated,  while  the  others  will  still  be  lumped  together,  as  be- 
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fore.  It  is  evident  that  functionalization  can  never  be  effected 
completely  until  the  Sales  Department  itself  is  restricted  to  its 
primary  and  basic  function  of  selling.     An  edict  to  this  effect, 
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Figure  9.     Organization  showing  Tendencies  toward  Functionalization 

The  Pork,  Sausage,  Produce,  and  other  Departments  exercise  a  certain  func- 
tional control  over  the  minor  sub-departments,  this  being  characteristic  of 
the  functional  idea.  This  chart  is  purely  unofficial,  and  does  not  pretend  to 
be  an  accurate  portrayal  of  the  present  line-up. 


however,  w^ould  be  almost  sure  to  be  opposed  by  present  sales 
executives. 

3.   Functionalization  purely  haphazard.     As  a  corollary  to  the 
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preceding^  proposition,  it  follows  that  ftinctionalization  is  not 
consciously  carried  out,  but  is  an  empirical  and  evolutionary 
process.  There  is  little  logical  breaking  down  of  the  whole  into 
its  parts. 

4.  Confused  lines  of  authority.  Many  companies  which  have 
put  partial  functionalization  into  use  have  found  it  extremely 
difficult  to  put  their  plan  of  organization  into  graphic  form.  Fig.  9 
illustrates  some  of  the  difficulties  which  may  arise.  The  meat 
products  of  Swift  &  Company  are  marketed  first  through  branch 
houses,  and  second  through  direct  refrigerator  car  routes  from 
plants  to  country  towns.  A  Vice-President  has  supervision  over 
the  Branch-House  Manager  and  Car-Route  Manager.  Under 
the  Branch-House  Manager  are  district  sales  managers,  and, 
under  them,  the  individual  Branch-House  Managers.  Under  the 
Car-Route  Manager  there  are  district  car-route  managers  with 
charge  of  routes  from  the  various  plants. 

Different  departments  in  the  business,  according  to  L.  D.  H. 
Weld,^  such  as  the  Pork  Department,  the  Produce  Department, 
and  the  Sausage  Department,  tie  in  to  both  the  Branch-House 
Department  and  Car-Route  Department,  primarily  through  the 
managers  of  those  two  departments.  There  is,  however,  a  cer- 
tain amount  of  direct  contact  between  these  different  departments 
and  the  district  sales  managers.  This  interrelation  between  the 
Branch-House,  Car-Route,  and  special  departments  makes  it  diffi- 
cult to  draw  up  an  organization  chart  which  means  anything. 

A  Typical  Example  of  Functionalization. — Fig.  10  shows 
the  organization  of  the  Sales  Department  of  Willys-Overland, 
Inc.,  indicating  how  functionalization  has  proceeded  in  the  case 
of  advertising,  service,  sales  promotion,  car  distribution,  and 
statistics.  There  is  also  an  interesting  development  in  the  case 
of  commercial  cars  and  taxicabs,  which  are  dealt  with  separately. 
A  detailed  study  of  this  organization  will  show  some  highly 
interesting  tendencies    towards    functionalization. 

The  General  Sales  Manager  exercises  executive  control  over 
the  whole  department,  including  advertising  and  service.  He 
also  controls  policies  affecting  branches,  distributors,  and  dealers, 
and  all  changes   in   personnel.      He   approves   new   models   and 

'Formerly   Manager   of    Commercial    Research    Department,    Swift   &    Com- 
pany, Chicago,  and  a  well-known  authority  on  research  methods. 
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mechanical  changes,  and  establishes  prices  and  discounts  on 
cars,  parts,  and  accessories. 

The  Assistant  Sales  Manager  handles  contact  with  the  adver- 
tising agency,  keeps  in  touch  with  the  wholesale  personnel  in 
the  field,  has  direct  supervision  of  Field  Supervisors  working 
out  of  the  home  office,  and  is  responsible  for  control  of  the  Sales 
Department  budget. 

The  Chief  Supervisor  has  charge  of  the  statistical  and  dealer 
development  divisions.  He  prepares  and  distributes  a  semi- 
monthly economic  report,  has  charge  of  the  installation  and 
operation  of  the  standard  wholesale  procedure  at  branches  and 
distributors,  studies  comparative  registration  reports  and  dealer 
performance  against  contract  quota,  and  oversees  the  work  of 
Field  Supervisors. 

The  Statistical  Department  is  functionalized.  It  handles,  for 
instance,  all  mail,  takes  care  of  the  filing  system  and  mailing 
lists,  operates  the  library,  and  keeps  in  contact  with  other  de- 
partments of  the  company.  It  also  analyzes  car  registrations, 
and  makes  dealer  quota  studies  and  county  quota  studies.  It 
distributes  all  sales  literature.  It  also  has  charge  of  contact 
with  the  field  as  delegated  by  the  Chief  Supervisor. 

The  Dealer  Development  Section  studies  dealers'  operating 
costs,  routes  and  supervises  field  investigators,  and  keeps  in  con- 
tact with  branch  managers  and  distributors,  making  recommen- 
dations as  to  remedies  for  difficulties. 

The  Sales  Promotion  Manager  edits  promotion  literature, 
originates  and  plans  sales  campaigns,  does  educational  work 
among  distributors,  originates,  develops,  and  supervises  field  con- 
tests, supervises  special  publicity  men,  develops  used-car  policy, 
and,  in  general,  has  charge  of  all  the  merchandising  activities 
apart  from  the  actual  selling. 

The  Manager  of  Branch  Operations  is,  in  fact,  a  coordinator 
of  all  branch  reports,  who  recommends  procedure  to  the  Sales 
Manager, 

The  Sales  Manager  of  the  Taxicab  and  Commercial  Car  Di- 
vision has  a  specialized  job  and  reports  direct  to  the  Sales  Man- 
ager or  his  assistant. 

The  Manager  of  the  Car  Distribution  Division  is  not  only  a 
traffic  manager,  but  he  also  keeps  track  of  stocks  in  the  hands 
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of  distributors  and  branches.  He  also  has  charge  of  used-car 
stocks. 

The  manager  of  the  Service  Department  collects  and  com- 
piles data  pertaining  to  car  performance  in  the  hands  of  owners. 
This  department  also  has  contact  with  the  field  on  the  subject  of 
changes  in  the  product.  It  investigates  the  service  policies  of  com- 
petitors. It  takes  general  supervisory  charge  of  branch  service 
departments.  Furthermore,  it  is  responsible  for  the  design  and 
manufacture  of  various  sectioned  motors  for  display,  or  working 
models. 

The  Manager  of  the  Parts  Department  formulates  the  parts 
policies,  establishes  parts  prices,  prepares  parts  lists  and  price 
lists,  controls  stocks,  and  is  responsible  for  the  conduct  of  branch 
parts  departments. 

The  Willys-Overland  Company  has,  as  is  evident,  progressed 
a  long  way  towards  a  more  efficient  marketing  organization, 
through  the  intelligent  use  of  functionalization. 

Functionalization  of  Staff  Activities. — While  the  function- 
alization of  non-selling  marketing  activities  is  not  so  pronounced 
as  specialization  in  the  selling  field  itself,  there  are,  nevertheless, 
well-developed  tendencies  in  that  direction.  There  is,  of  course, 
little  community  of  practice  between  different  companies,  almost 
every  one  having  its  own  particular  method  of  taking  care  of 
such  activities  as  research,  training,  and  planning. 

In  the  case  of  the  Procter  &  Gamble  Distributing  Company, 
sales  planning,  sales  promotion,  and  market  analysis  are  handled 
by  a  sales  committee,  aided  by  a  Sales  Research  Department  and 
an  Economic  Research  Department.  The  functionalization  is 
not  complete,  however,  since,  in  addition,  there  are  individuals  in 
the  line  sales  organizations  who  carry  on  sales  planning  and 
sales  promotion  work.  It  is  interesting  to  note  in  this  case 
that  special  sales  forces  are  used  for  glycerine,  bulk  Crisco,  flake 
white  and  oil,  and  chip  soap,  respectively.      (See  Fig.   ii.) 

In  the  case  of  the  American  Rolling  Mill  Company,  responsi- 
bility for  sales  planning  is  divided  between  the  district  offices, 
the  sales  management,  the  Development  Department,  and  the 
product  departments.  This  plan  of  splitting  up  functions  is 
typical  of  the  conventional  type  of  marketing  organization.  The 
Development  Department  takes  care  of  market  analysis,  direct 
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mail,  sales  training,  field  promotion  work,  preparation  of  data 
for  Armco  salesmen,  and  the  development  of  new  uses  for 
products.  The  Development  Department  also  acts  as  liaison  be- 
tween the  advertising  and  sales  activities.  All  major  questions 
of  advertising  policy  are  decided  upon  by  a  Publicity  Confer- 
ence Board,  consisting  of  the  leading  members  of  the  Publicity 
Department,  the  sales  management,  and  representatives  of  the 
Development  Department  and  of  the  department  which  has  charge 
of  the  particular  product  to  be  advertised. 

The  Controlling  Factors  in  Organization. — It  is  evident 
that  there  are  certain  forces  which  are  working  towards  the 
functionalization  of  marketing  activities,  not  only  in  regard  to 
the  sales  function  itself,  but  also  in  regard  to  the  non-selling  mar- 
keting program.  While  it  is  impossible  to  tabulate  and  appraise 
each  one  of  these  forces,  there  are  certain  ones  which  stand 
out  from  the  rest  as  affecting  the  present  organization  of  mar- 
keting : 

1.  The  characteristics  of  the  market. 

2.  The  characteristics  of  the  product. 

3.  The  customs  of  the  industry. 

It  often  happens  that  these  three  factors  are  all  present  in 
determining  the  form  of  marketing  organization  employed. 

The  size  of  the  market  will  naturally  have  a  great  effect  on 
the  complexity  of  the  organization.  If  the  number  of  possible 
customers  is  very  few,  as  is  the  case  with  the  Acme  Wire  Com- 
pany, of  New  Haven,  Connecticut,  then  they  can  be  seen  fre- 
quently, a  compact  sales  force  can  be  employed,  and  the  sales 
organization  be  composed  of  merely  a  few  individuals.  If  the 
market  is  small,  price  is  often  the  determining  factor  in  making 
a  purchase,  and  thus  the  sales  function  is  reduced  considerably 
in  importance,  since  the  purchaser  makes  the  choice  on  factors 
independent  of  salesmanship. 

If  the  product  is  such  that  service  is  required,  then  the  mar- 
keting problem  at  once  becomes  involved.  It  means  that  if  the 
company  has  national  distribution,  it  must  have  an  organization 
in  the  territory  to  take  care  of  its  service  problems,  which  nor- 
mally means  that  this  organization  undertakes  the  actual  selling 
function  as  well.  Thus,  the  Lanison  Company,  manufacturers 
of  conveying  equipment,  have  district  and  sub-district  offices  to 
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carry  out  the  three   functions  of   selhng,   engineering,   and   in- 
stalling. 

The  problem  of  the  Coca-Cola  Company  is  to  get  salesmen 
who  are  jacks-of-all-trades,  since  they  must  be  able  not  only  to 
secure  orders,  but  also  to  place  advertising  displays  and  to  render 
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Figure  12.  Duties  of  the  Coca-Cola  Salesman 
Functionalization  will  always  be  more  difficult  in  marketing-  than  in  the 
factory.  A  man  working  "in  the  territory"  must  be  able  to  perform  a  number 
of  functions  to  good  advantage.  Division  of  labor  in  marketing  can  never 
be  carried  to  the  same  degree  that  is  found  in  the  progressive  assembly  system 
of  an  automobile  factory. 

various  services.  The  latter  includes  testing  the  drink  served 
by  the  individual  fountains,  testing  the  degree  of  carbonization 
and  refrigeration,  examining  the  dealer's  manufacturing  unit, 
and  the  storage  conditions  surrounding  the  packaging  of  the 
syrup.  A  division  of  labor  in  a  case  of  this  sort  would  be  un- 
necessary, and  likely  to  prove  expensive.  It  is  more  practical 
to  have  one  man  perform  the  three  functions  than  to  have  three 
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men  for  the  purpose.  Fig.  12  illustrates  the  Coca-Cola  sales- 
man's functions  in  graphic  form. 

Thus  it  often  happens  that  field  functionalization  of  the  sell- 
ing process  is  impracticable  when  territories  must  be  traveled 
intensively.  This  w^ill  not  prevent  functionalization  at  headquar- 
ters, however,  although  the  form  of  the  organization  will  be 
modified  to  some  extent  by  the  territorial  force. 

The  custom  of  the  industry  is  at  present  an  important  factor 
in  determining  the  market  organization.  Thus,  the  sale  of 
sugar  is  handled  through  brokers.  The  American  Sugar  Refin- 
ing Company  has  sales  offices  connected  with  each  of  its  five 
sugar  refineries.  The  Sales  Manager  in  each  district  is  assisted 
by  six  or  seven  clerks  handling  correspondence  relative  to  ship- 
ments, entries  of  orders,  contracts,  and  the  like.  The  various 
sales  office  territories  are  subdivided  into  brokers'  markets,  a 
broker  being  appointed  in  the  principal  cities  to  handle  the  ad- 
jacent territory.  These  brokers  do  not  handle  other  sugar  ac- 
counts, although  they  do  distribute  other  food  commodities. 
Sales  managers  are  held  responsible  for  their  entire  territory  to 
the  home  office  and  to  the  General  Sales  Manager. 

Another  case  where  the  general  system  of  the  trade  governs 
sales  organizations  generally  is  to  be  found  in  the  automotive 
industry.  The  general  custom  is  to  market  automobiles  through 
branches  and  distributors,  and  from  them  to  a  dealer  organiza- 
tion which  sells  the  cars  to  the  public.  Distributors  and  dealers 
are  expected  to  finance  their  own  businesses.  The  Ford  Motor  Com- 
pany reports  that  it  has  thirty-five  branches  distributing  to  its 
authorized  dealers.  The  Nash  Motors  Company  operates  with- 
out branches,  sending  cars  direct  to  distributors  who  are  sup- 
posed to  act  as  factory  branches,  and  who  pass  the  cars  on  to 
their  dealers.  This  company  has  functionalized  certain  activities 
at  headquarters.  Advertising  is  prepared  there  and  is  then  mailed 
to  distributors  and  dealers,  so  that  it  is  uniform  throughout  the 
entire  territory.  A  statistical  department  is  also  maintained  at 
the  factory  which  analyzes  territories  and  prepares  market  re- 
ports. 

In  short,  there  are  here  and  there  certain  tendencies  towards 
functionalization  to  be  observed  in  the  present  structure  of  mar- 
keting.    While  these  tendencies  are  neither  widespread  nor  com- 
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Figure  13.  Motion  Study  of  Department-Store  Operations 
This  shows  the  resuhs  of  studies  of  21  cycles  of  operations  in  tube-room 
cashiering.  Five  of  the  most  accurate  and  fastest  operators  were  selected  to 
serve  as  subjects  for  this  study,  and  motion-picture  records  were  made  of  their 
motions,  many  of  these  being  so  rapid  as  to  be  hardly  discernible  to  the  un- 
aided eye.  As  a  result  of  the  studies,  a  change  was  made  in  the  store's 
tube-room  practice,  and  even  in  its  layout,  as  is  indicated  in  Figure  14. 
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Figure  14.     Change  in  Cashiering  Layout  Resulting  from  Micro-motion 

Studies 

These  diagrams  show  the  old  and  the  new  types  of  cashier's  desk,  and  the 
changes  adopted  in  the  new  equipment  made  as  the  result  of  the  time  studied 
referred  to  in  Figure  13. 
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plete  in  any  way,  still  they  serve  as  straws  to  indicate  which  way 
the  wind  is  blowing. 

It  should  be  remembered  that  functionalization  is  only  one  of 
the  scientific  principles  which  serve  as  the  groundwork  for  a 
rational  system  of  marketing.  Many  of  the  principles  of  scien- 
tific management  are  directly  applicable.  Even  some  of  its 
methods  may  be,  and  have  been,  used  to  good  effect. 

In  the  field  of  retailing  this  is  particularly  true.  The  mail- 
order house  is  perhaps  the  closest  analogue  to  the  scientifically 
managed  factory  which  marketing  can  offer.  The  chain  store  is 
an  exemplar  of  the  repetition  idea  so  characteristic  of  mass  pro- 
duction. The  department  store  has  also  taken  some  highly  sig- 
nificant steps  along  the  line  of  appropriating  scientific  principles 
of  management.  A  striking  instance  of  this  is  illustrated  in  Figs. 
13  and  14.  The  former  shows  the  summary  of  a  number  of  mi- 
cro-motion cycles  made  of  tube-room  cashiering  in  a  department 
store.  The  scientific-management  methods  of  time  and  motion 
study  were  applied,  exactly  as  in  the  factory.  As  a  result,  the 
entire  practice  was  altered,  even  the  layout  of  the  tube  room  being 
changed.     The  latter  change  is  illustrated  in  Fig.  14. 

In  addition  to  those  already  enumerated,  there  are  other  scien- 
tific principles  which  are  essential  to  the  properly  coordinated 
marketing  program.  These  principles  will  be  stated  in  the  next 
chapter. 


PART  IV 

BUILDING  A  SYSTEM  OF 
SCIENTIFIC  MARKETING 

Chapter  VII.      The  Principles  of  Scientific  Marketing 
Chapter  VIII.     The  Organization  of   Scientific  Marketing 
Chapter  IX.        The  Control  of  Scientific  Marketing 

It  is  taken  as  axiom-atic  that  scientific 
marketing  management  will  he  an 
evolutionary  development.  Up  to  this 
point,  the  book  has  attempted  to  trace 
evolutionary  grozvths  and  tendencies. 
In  the  beginning  of  this  Part  are  set 
forth  the  principles  upon  zvhich  this 
growth  is  based.  The  second  chapter 
discusses  the  application  of  these  prin- 
ciples to  organisation,  which  is  con- 
sidered as  one  half  of  management, 
while  the  last  chapter  treats  of  control, 
zvhich  is  its  other  half.  In  general, 
this  section  describes  a  marketing  sys- 
tem, and  its  application  to  marketing 
management. 


CHAPTER  VII 
THE  PRINCIPLES  OF  SCIENTIFIC  MARKETING 

One  reason  why  no  more  success  has  attended  the  efforts  of 
those  who  have  attempted  to  build  a  system  of  scientific  market- 
ing is  that  they  have  put  their  faith  in  methods  and  men,  and  not 
in  principles. 

The  most  successful  scientific  production  methods  will  fail 
if  imposed  upon  the  company's  marketing  activities  in  unmod- 
ified form.  The  principles,  however,  are  just  as  good  for  one 
activity  as  for  another,  and,  if  they  are  properly  carried  out, 
success  will  be  sure  to  follow. 

The  rise  of  the  most  successful  business  men  is  dependent 
upon  adherence  to  certain  universal  principles.  It  may  be  pos- 
sible to  proceed  against  the  current  for  a  time,  but  ultimately 
these  guiding  truths,  which  have  become  established  through 
thousands  of  experiences,  will  prevail.  It  may  be  observed  that 
this  is  another  way  of  saying  that  theories  are  the  means  whereby 
success  is  attained.  Such  is  the  fact.  It  is  through  theories  that 
a  more  rational  basis  for  conducting  marketing  activities  can 
be  brought  about.  Given  the  right  theories,  reduced  to  a  working 
code,  and  given  an  organization  for  carrying  out  the  resultant 
principles,  then  the  success  of  the  system  of  scientific  marketmg 
is  assured. 

The  Basis  of  the  System. — The  primary  consideration  in 
formulating  any  program  of  marketing  reform  is  the  profit  which 
the  enterpriser  may  expect  through  the  perfection  of  his  market- 
ing practices.  This  book  aims  to  show  that  high  profits  and  low 
marketing  costs  may  and  should  go  together. 

The  second  basic  premise  underlying  this  system  is  that  the 
soundest  plan  for  effecting  betterments  in  distribution  is  through 
the  improvement  in  marketing  practice  of  individual  companies. 
Any  hope  to  effect  betterment  solely  through  external  pressure, 
as,  for  example,  through  legislation,  should  not  be  encouraged. 

The  system  advocated  in  this  book  is  an  evolutionary  devel- 
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opment,  based  on  certain  tendencies  towards  functionalization 
already  proved  sound,  but  never  before  properly  elaborated, 
unified,  or  codified.  The  system  here  set  forth  is  a  conscious 
attempt  to  realize  a  clearly  defined  objective  which  will  replace 
the  present  company  policy  of  laissez-faire  in  marketing.  It  takes 
advantage  of  the  work  which  has  already  been  done.  But  all 
progress  thus  far  has  been  sporadic  and  incidental.  There  has 
been  little  coordination.  One  company  may  have  developed  an 
excellent  Market  Analysis  Department,  another  may  have  gone 
far  with  a  system  of  planning.  But  hitherto  there  has  been  little 
conscious  endeavor  to  relate  all  the  marketing  activities  to  a  scien- 
tifically planned  system  of  organization,  wherein  each  particular 
function  operates  in  coordination  with  the  whole. 

Marketing  as  a  Mechanism. — One  way  of  making  the 
problems  of  marketing  appear  more  distinct  is  to  imagine  market- 
ing itself  to  be  a  great  mechanism,  as  visible,  tangible,  and  impres- 
sive as  a  large  factory.  The  mechanical  nature  of  marketing 
can,  for  example,  be  made  striking  by  visiting  one  of  the  large 
mail-order  houses.  Here  there  is  no  manufacturing  in  evidence, 
but  there  is  every  other  link  in  the  chain  between  production  and 
consumption.  The  creation  of  demand,  the  merchandising  of 
goods,  the  delivery  of  articles  purchased,  and  the  countless 
processes  of  assembling,  grading,  standardizing,  transporting,  and 
financing,  are  to  be  seen  worked  out  in  mechanical  form,  with 
chutes,  conveyors,  elevators,  and  all  the  machinery  which  makes 
for  greater  efficiency  in  marketing. 

A  study  of  such  a  plan  gives  the  impression  of  marketing  as 
an  edifice.  This  is  as  marketing  should  be,  and  as  it  must  be, 
in  times  to  come.  There  is  coordination  between  the  various 
factors,  together  with  harmony,  interdependence,  and  coopera- 
tion. The  whole  mechanism  functions  as  a  unit,  which  is  what 
distribution  in  the  future  must  aim  to  do. 

Machinery  can  do  much  the  same  for  marketing  that  it  has 
done  for  manufacturing.  It  can  reduce  the  slavish,  time-consum- 
ing drudgery  to  a  minimum,  leaving  human  energy  free  for  other 
work.  It  can  obviate  waste,  it  can  reduce  effort,  it  can  bring 
greater  benefit  to  all.  The  word  uiachinery  is  used  here  in  its 
larger  sense.  What  sort  of  machinery  it  will  be  is  not  yet  known, 
any  more  than  those  who  lived  in  Colonial  times  could  know  of 
the  cotton  gin,  or  the  linotype,  or  the  electric  furnace.     All  that 
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can  be  said  is  that  this  machinery  will,  through  its  virtue,  reduce 
the  costs  of  marketing,  and  give  greater  service  to  the  consumer. 

The  Need  for  a  Pioneer. — Advocates  of  scientific  manage- 
ment, so-called,  are,  for  the  most  part,  imitators  of  Frederick 
W.  Taylor.  They  comprehend  his  methods,  but  his  principles  are 
often  beyond  their  grasp.  Taylor  was  preeminently  a  crusader, 
constantly  at  war.  He  remained  at  peace  with  few  of  his  clients ; 
with  many  of  them  he  was  at  constant  odds.  Taylor  was  fight- 
ing for  a  principle,  as  all  great  men  are. 

A  man  like  Taylor  is  needed  today.  Production,  partly  as 
the  result  of  his  work,  has  outstripped  distribution,  and  has  given 
rise  to  a  state  of  affairs  which  calls  for  action  based  on  the 
same  disregard  of  tradition,  the  same  aggressiveness,  and  the 
same  courage  which  characterized  Taylor.  Such  a  man  must 
tear  aside  precedent  in  marketing,  must  set  up  new  ideals,  and 
must  fight  until  they  are  accomplished. 

In  an  organization  where  definite  principles  and  policies  rule, 
there  are  an  earnestness  of  purpose  and  a  unity  of  action  which 
are  a  pleasant  contrast  to  the  vagueness,  aimlessness,  and  uncer- 
tainty of  the  establishment  where  principles  are  not  the  founda- 
tion. It  may  require  a  man  of  quixotic  temperament  to  be  the 
leader  and  the  protagonist  of  such  a  group.  To  some,  the  emo- 
tional methods  which  he  uses  for  motivating  his  subordinates 
may  seem  amusing.  But  the  most  successful  business,  like  the 
most  successful  football  teams,  are  run  on  a  basis  of  leadership, 
the  leader  dominating  by  virtue  of  a  few  primitive  forces.  With- 
out the  exercise  of  these  forces  success  cannot  be  complete,  despite 
the  most  rational  and  logical  processes  of  the  mind.  A  scien- 
tific plan  which  did  not  take  cognizance  of  this  state  of  affairs 
would  not  be  scientific  at  all. 

The  Principles  of  Scientific  Marketing. — What,  then,  are 
the  principles  according  to  which  marketing  should  be  conducted  ? 
How  is  marketing  to  be  reduced  to  a  scientific  basis,  as  pro- 
duction has  been?  Some  of  the  outstanding  principles  are  as 
follows : 

I.  Objectivity  of  Demand.  Marketing  centers  in  all  cases 
around  the  needs  of  the  consumer.  This  is  an  absolute  shift  from 
the  old  practice  of  making  the  producer  the  focus  of  all  business 
relations.     It  provides  a  definite  goal  based  on  the  logic  of  cold 
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facts   rather   than   on   the    subjective   wishes    of    the    industrial 
autocrat. 

2.  Dimsion  of  Labor.  The  principle  of  the  division  of  labor 
is  applied  to  marketing  through  the  greater  functionalization  and 
specialization  of  effort.  Sales  and  advertising  are  no  longer 
supreme;  room  is  made  also  for  training,  research,  planning, 
service,  and  other  essential  activities. 

3.  Analysis.  The  marketing  problem  is  carefully  analyzed  by 
means  of  a  research  organization.  This  analysis  is  made  the 
basis  of  all  plans. 

4.  Planning.  Just  as  in  modern  production  management,  there 
is  a  special  division  organized  for  the  planning  in  detail  of  mar- 
keting processes  and  operations. 

5.  Training.  All  members  of  the  marketing  division  of  the 
business  should  be  trained  in  the  best  methods.  This  training 
constitutes  one  of  the  bases  of  scientific  marketing  management. 

6.  Control.  A  careful  system  of  supervision,  discipline,  and 
remuneration  must  be  worked  out  if  scientific  management  is  to 
prove  successful.  The  organization  cannot  function  by  itself 
unless  a  parallel  system  of  control  is  provided.  One  of  the  essen- 
tial elements  of  this  control  is  cost  accounting. 

7.  Coordination  and  cooperation.  Although  the  principle  of  the 
division  of  labor  is  carried  out  on  a  functional  basis,  provision 
must  be  made  for  coordination  of  these  separate  functions.  In  the 
second  place,  this  coordination  must  be  conducted  in  a  cooperative 
fashion.     There  must  be  help  and  support  all  along  the  line. 

8.  The  Ethical  Concept.  The  guiding  and  all-embracing  prin- 
ciple of  scientific  marketing  is  an  ethical  one.  That  marketing 
practice  which  is  most  ethical — that  is,  which  is  best  for  all  con- 
cerned— is  the  one  which  will  bring  success,  in  the  largest  and 
most  enduring  sense. 

In  considering  the  application  of  scientific  management  to  mar- 
keting it  cannot  too  often  be  repeated  that  hitherto  scientific 
management  has  been  a  misnomer.  The  scientific  method  has 
been  applied  with  considerable  degree  of  success  to  production, 
but  it  has  never  been  extended  so  as  to  include  marketing.  This 
is  only  starting. 

Objectivity  of  Demand. — Scientific  marketing  is  built  around 
the  consumer.  It  is  a  system  aiming  positively  and  through- 
out  at   his   benefit.      The   system   is   based   on   the   assumption 
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that  the  sellers'  market  is  a  matter  of  economic  history,  and  that 
the  buyers'  market  henceforth  is  the  normal  condition.  There 
will  always,  of  course,  be  exceptions  in  the  case  of  new  products 
for  which  demand  is  temporarily  in  excess  of  the  supply.  With 
modern  methods  of  production,  however,  demand  is  likely  to  stay 
ahead  but  a  comparatively  short  time,  as  in  the  case  of  radio 
industry,  which  in  a  few  years  not  only  has  supplied  but  over- 
supplied  the  demand. 

This  new  system  assumes  that  the  high  marketing  costs  which 
give  rise  to  so  much  complaint  are  largely  the  result  of  failure 
to  follow  the  principle  of  objectivity  of  demand.  Too  many 
manufacturers  have  followed  the  tradition  of  making  what  pleased 
them,  never  dreaming  they  would  not  find  a  market  ready  and 
waiting.  They  have  left  out  of  account  the  fact  that  they  have, 
to  a  considerable  extent,  been  producing  goods  which  did  not  fit 
the  consumer's  requirements.  Naturally,  it  costs  a  great  deal 
of  money  to  "educate"  people  to  buy  things  they  do  not  want. 

The  system  depends  upon  a  nicely  balanced  relationship  be- 
tween producer  and  consumer,  whereby  each  party  is  benefited. 
Just  as  one  of  the  basic  aims  of  scientific  management  was  to 
promote  a  better  relationship  between  the  company  and  the  work- 
man, so  the  primary  objective  of  scientific  marketing  should  be  to 
promote  a  better  relationship  between  the  company  and  the  con- 
suming public. 

The  system  of  scientific  marketing  assumes  that  production 
exists  in  order  to  serve  consumption.  But  many  companies  seem 
to  suppose  that  consumption  exists  in  order  to  further  produc- 
tion. Scientific  marketing  is  based  on  the  theory  of  finding  out 
what  the  consumer  wants  and  then  giving  it  to  him.  If  there 
are  goods  which  he  needs  but  does  not  want,  it  will  often  be 
possible  to  educate  him  for  his  own  benefit  and  for  the  benefit 
of  the  company  producing  the  goods  in  question;  but  such  an 
educational  campaign  cannot  fairly  be  called  a  direct  and  im- 
mediate marketing  cost. 

Production  exists  in  order  to  serve  consumption,  and  for  no 
other  purpose.  Man  does  not  consume  in  order  to  produce; 
he  produces  in  order  that  he  may  consume.  Business  men  know 
this,  but  they  do  not  apply  the  law.  Consumption  is  primary, 
production  secondary;  yet  it  is  rare  to  find  a  business  which 
boldly  faces  this  fact  and  which  produces  goods  always  with  a 


100         SCIENTIFIC  MARKETING  MANAGEMENT 

view  to  the  requirements  of  consumption.  In  the  future  these 
requirements  will  have  to  be  met,  consciously  and  effectively,  by 
business  men.  ''What  does  the  consumer  need?"  This  question 
will  stand  at  the  beginning  of  every  business  problem. 

Simple  as  this  seems,  it  is  a  different  attitude  from  that  now 
reigning.  The  new  approach  will  call  for  a  changed  viewpoint, 
an  improved  type  of  organization,  and  a  different  manner  of  doing 
business. 

Division  of  Labor. — The  second  principle  of  scientific  market- 
ing is  that  all  the  marketing  functions  must  be  provided  for 
in  the  organization,  each  function  to  be  directed  by  an  expert. 
This  does  not  mean  that  in  the  small  company  there  should  be 
as  many  separate  marketing  departments -as  in  the  large  com- 
pany. But  it  does  mean  that  in  both  large  and  small  companies 
there  should  be  a  conscious  separation  of  the  various  market- 
ing functions.  Even  if  one  department  should  do  both  the 
analysis  and  the  planning,  these  must  be  recognized  and  carried 
out  as  two  distinct  functions. 

The  desirability  of  division  of  labor  in  marketing  has  long 
been  recognized  in  theory.  But  questions  of  expediency,  together 
with  the  empirical  method  of  growth  so  typical  of  marketing, 
as  fostered  by  an  apparently  insatiable  demand  for  goods,  have 
postponed  the  analytic  division  of  the  functions  of  marketing 
according  to  their  basic  elements. 

The  system  of  scientific  marketing  here  advocated  assumes 
that  selling  has  become  over-developed,  and  that  it  is,  after  all, 
only  one  of  the  marketing  functions.  The  properly  organized 
company  should  intrust  all  its  marketing  problems  to  a  depart- 
ment for  that  purpose. 

In  many  cases,  advertising  has  also  become  over-emphasized, 
and  the  proper  functions  of  advertising  have  been  extended  into 
a  vast  and  complex  system  for  forcing  the  distribution  of  a  par- 
ticular product  by  fostering  an  artificial  demand.  The  adver- 
tising, however,  has  not  been  adequately  related  to  other  market- 
ing efforts.  Under  the  system  of  scientific  marketing  advertis- 
ing is  put  in  its  proper  position  as  one  of  tlie  several  correlated 
functions. 

The  basic  purpose  of  this  functional  division  of  marketing  is 
to  make  one  individual,  who  is  a  specialist,  responsible  for  a  single 
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line  of  effort,  instead  of  intrusting  him  with  a  confusion  of 
executive,  legislative,  and  judicial  functions,  as  is  now  the  case. 

Analysis. — Few  companies  are  well  acquainted  with  their 
specific  marketing  problems.  This  fact  is  often  disclosed  in  a 
startling  way  when  the  first  market  analysis  is  made.  Facts 
reveal  themselves  almost  at  once  to  the  market  surveyor  which 
are  often  unknown  and  unsuspected  by  the  management,  and 
which  may  even  appear  incredible  to  them.  It  is  a  common  oc- 
currence for  the  management  to  be  ignorant  not  only  of  its 
market,  but  also  of  its  sales  force.  When  it  comes  to  adver- 
tising, the  management  as  a  rule  is  ill  acquainted  with  the  sub- 
ject. The  ordinary  executive  takes  the  stand  that  advertising 
is  a  highly  specialized  branch  of  business  and  that  he  cannot  be 
expected  to  understand  its  details.  There  is,  however,  no  reason 
why  a  complete  marketing  information  service  for  the  enlight- 
enment of  the  management  should  not  be  available  without  the 
addition  of  personnel.  Such  a  service  might  be  expected  to  reduce 
the  company's  marketing  expense  rather  than  to  increase  it. 

Analysis  is  not  a  matter  of  statistics  alone.  It  is  essentially 
a  breaking  down  of  a  problem  into  its  constituent  parts.  The 
ordinary  method  in  vogue  today  is  to  attack  what  appears  on 
the  surface,  while  the  analytic  method  enables  an  organization 
to  go  to  the  bottom  of  a  problem  and  to  give  each  of  the  factors 
of  which  it  is  composed  a  rating  relative  to  its  importance. 

The  Research  Department,  which  has  been  regarded  in  many 
quarters  as  a  needless  expense,  becomes  in  the  new  organization 
one  of  the  primary  factors.  The  making  of  any  plan  is  predicated 
upon  prior  research  and  analysis. 

Planning. — Plans  today  are  made,  as  a  rule,  by  individuals, 
each  following  his  own  ideas.  Plans,  according  to  scientific 
methods,  are  formulated  by  a  specially  organized  division  or  de- 
partment. Planning  in  marketing,  as  elsewhere,  means  setting 
up  policies  and  objectives,  establishing  standards,  providing  suit- 
able methods  of  procedure,  and  arranging  for  the  actual  steps 
involved  in  carrying  out  the  work  in  hand. 

It  should  be  a  fundamental  rule  of  the  organization  that  plans 
will  originate  only  from  the  Planning  Department,  or  at  least 
that  they  shall  be  routed  through  this  department,  even  if  orig- 
inated elsewhere.  Any  schemes  for  improvement  which  are  sug- 
gested elsewhere   (and  such  suggestions  should  be  encouraged) 
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will  be  submitted  to  the  Planning  Department  for  investigation, 
and  for  approval  or  rejection. 

The  principle  of  planning  is  an  active  one.  It  presupposes 
creative  effort.  The  Marketing  Planning  Department  is  the  en- 
ergizing and  motivating  member  of  the  organization.  Plans 
which  are  made  on  a  scientific  basis  can  be  carried  out  success- 
fully, while  those  originating  haphazard  in  the  brain  of  the  execu- 
tive may  or  may  not  succeed. 

Planning  is  becoming  more  and  more  a  long-range  function. 
Prediction  and  forecasting  are  now  integral  parts  of  the  com- 
pany program.  It  is  necessary  to  look  ahead,  for  months  or 
years,  and  to  evaluate  trends  and  to  make  preparations  for  them 
It  has  been  customary  to  regard  the  making  of  major  plans  as  a 
purely  executive  function,  in  which  case  the  excellence  of  the 
plans  would  depend  entirely  on  the  reasoning  ability  of  the  execu- 
tives in  question.  Under  a  system  of  scientific  marketing,  the 
function  of  the  executives  would  be  to  pass  upon  plans  after 
they  had  been  originated  logically  through  a  process  of  research. 
They  would  use  their  judgment  and  experience  in  estimating  the 
value  of  these  to  the  concern.  Minor  plans,  which  have  hitherto 
been  formulated  by  the  departments  themselves,  are  now  made 
by  the  central  planning  body. 

Training. — The  fifth  principle  of  scientific  marketing  is 
training  in  the  best  methods,  not  only  for  salesmen,  but  for  all 
members  of  the  Marketing  Division.  In  some  cases  this  will 
require  a  special  Marketing  Training  Department;  in  others  the 
central  Personnel  Department  may  assume  this  function. 

Hitherto  the  Sales  Manager  has  often  been  compelled  to  train 
his  men — that  is,  if  they  received  any  training  at  all.  There  still 
prevails  in  many  quarters  the  old  adage  that  ''salesmen  are  born, 
not  made."  This  is  exemplified  by  the  star  salesman  who,  by 
virtue  of  a  long  record  of  success,  ascribes  to  himself  a  certain 
mysterious  ability  which  marks  him  apart  from  his  fellows. 

Scientific  marketing  takes  it  for  granted  that  training  in  prin- 
ciples and  methods  increases  efficiency  and  thereby  lowers  the 
costs  of  distribution.  If  no  training  is  given,  tlien  the  sales- 
man must  learn  by  himself.  He  must  acquire  experience  in  the 
so-called  school  of  experience.  Here  he  learns  how  to  sell  through 
his  failures,  which  are  not  only  failures  for  him,  but  for  his 
company  as  well.     Not  only  will  the  salesman  make  more  money 


THE  PRINCIPLES  OF  SCIENTIFIC  MARKETING     103 

for  himself  by  being  properly  trained,  but  he  will  make  more 
profit  for  the  company. 

The  American  Management  Association  has  summed  up  the 
essentials  of  training  in  the  following  words:  ''Training  is  of 
value,  first,  because  it  permits  the  acquisition  in  the  shortest 
possible  time  of  correct  methods  of  work,  and  second,  because  it 
greatly  reduces  the  number  of  bad  methods  acquired." 

Control. — Any  system  of  management,  if  it  is  to  work  out 
efficiently  in  practice,  must  provide  some  mechanism  of  con- 
trol. Therefore,  one  of  the  fundamental  principles  of  scientific 
marketing  is  control.  The  marketing  plans  can  be  carried  out 
only  if  this  control  mechanism  is  working.  Control  when  ap- 
plied to  production  can  often  be  reduced  to  an  almost  automatic 
process.  With  the  marketing  mechanism,  however,  no  such  abso- 
lute control  is  possible,  since  it  is  largely  made  up  of  human 
factors.  The  supervision  of  these  human  constituents  is  much 
harder  than  in  the  case  of  machines,  since  so  many  other  im- 
palpable factors  enter  the  equation. 

No  matter  how  thorough  the  training  may  have  been,  it  is 
essential  to  have  a  system  of  supervision  to  make  sure  that  policies 
and  methods  are  carried  out.  This  may  be  done  in  some  cases 
by  personal  supervision ;  in  others  by  records  and  reports ;  in  still 
others  by  a  combination  of  both  methods. 

Control,  to  be  effective,  must  be  accompanied  by  some  sys- 
tem of  reward,  remuneration,  and  discipline.  A  great  many  com- 
panies have  experimented  at  length  with  systems  of  incentive, 
promotion,  and  remuneration,  but  as  yet  there  is  no  one  plan 
which  is  agreed  upon  as  best.  The  requirements  of  scientific 
marketing  are  fulfilled,  however,  if  the  method  used  brings  out 
in  highest  degree  the  individual's  will  to  succeed  and  directs  this 
along  the  lines  of  the  company's  policies. 

Control,  since  it  depends  upon  standards,  presupposes  quan- 
titative methods  of  measurement.  Cost  accounting  supplies  such 
quantitative  standards.  Absolute  costs  may  be  determined,  as 
well  as  predetermined,  while  comparative  costs  may  likewise  be 
submitted  to  the  executive,  so  as  to  enable  him  to  select  the  most 
efficient  alternative. 

Coordination  and  Cooperation. — One  of  the  greatest  enemies 
of  progress  in  scientific  marketing  is  the  prejudice  and  ignor- 
ance of  the  management  itseK.     Most  men  who  have  arrived 
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at  positions  of  influence  and  power,  especially  those  of  the  older 
school,  have  done  so  through  methods  which  cannot  be  called 
scientific.  Accordingly,  it  is  highly  difficult  to  carry  out  a  pro- 
gram of  scientific  marketing  under  their  eyes. 

One  of  the  fundamental  requisites  for  success  in  scientific 
marketing  is  that  of  help  and  support  all  along  the  line.  The 
help  comes  from  the  top  and  extends  downward.  The  Market- 
ing Manager  supports  his  department  managers ;  and  they  in  turn 
back  up  their  men.  The  company's  representatives  help  the 
dealers.  Everything  is  keyed  to  bring  help  to  every  link  in  the 
chain,  and  above  all  to  that  last  link,  the  consumer. 

It  is  important  to  realize  at  the  outset  that  each  higher  grade 
in  the  organization  exists  for  the  sole  purpose  of  sustaining 
what  is  below.  Under  the  usual  arrangement,  the  reverse  of  this 
is  to  be  seen.  In  a  scientific  system  each  man  must  be  the 
servant  of  those  beneath  him.  The  organization  is  built  from 
the  bottom  on  a  firm  foundation,  thus  avoiding  the  unstable 
inverted  pyramid   which   many  current   organizations   resemble. 

One  of  the  most  difficult  things  to  cope  with  in  any  organi- 
zation is  the  tendency  to  follow  the  line  of  least  resistance.  The 
management  wants  to  avoid  trouble.  It  wishes  to  find  an  easy 
way.  It  expects  to  be  shown  a  formula  wdiich  can  be  applied 
to  any  problem,  and  which  will  effect  a  neat  and  easy  solution. 
It  hopes  to  find  a  cure-all  which  only  surgical  methods  can  correct. 
The  most  exasperating  difficulty  the  scientist  has  to  face  is  the 
age-old  desire  for  a  nostrum,  a  patent  medicine,  a  sovereign 
remedy. 

The  Ethical  Concept. — The  last  and  in  many  ways  the 
most  important  principle  of  scientific  marketing  has  to  do  with 
ethics.  As  pointed  out  in  Chapter  II,  the  question  of  ethics 
is  a  relative  one.  It  is  hard  to  build  up  any  code  which  is  above 
the  general  level  of  practice.  Neither  the  firm  which  is  quixotically 
ethical  nor  the  firm  which  deviates  widely  from  the  established 
code  will  be  permanently  successful. 

Ethics  are  of  two  kinds.  There  are  general  ethics,  which 
apply  to  marketing  as  a  science  and  which  have  already  been 
discussed.  Then  there  are  the  specific  ethical  rules  which  are 
adopted  by  the  company  itself.  General  ethics  are  enforced  by 
social  pressure  or  regulation  by  government,  trade  association, 
or  other  group  or  organization.     Company  ethics  are  enforced  by 
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compulsory  adherence  to  written  rules  of  conduct  formulated  in 
accordance  with  the  principle  of  objectivity  of  demand. 

Marketing  ethics  have  a  scientific  basis  in  that  they  form  a 
logical  continuation  of  the  principle  of  the  objectivity  of  demand. 
Service,  for  example,  is  one  practical  application  of  this.  It  was 
discovered  empirically  that  service  to  the  consumer  was  not 
inimical  to  profits.  The  caz'cat  emptor  principle  was  shown  to 
be  antiquated,  out  of  harmony  with  present  conditions,  and  there- 
fore unethical.  Everyone  recognizes  today,  at  least  publicly,  that 
unethical  practices  are  not  good  business.  Not  many  years  ago 
it  used  to  be  considered  good  salesmanship  to  tell  what  poor 
merchandise  was  made  by  competitors.  Now,  no  good  sales- 
man discredits  his  competitors,  nor  does  he  consider  it  profit- 
able to  take  customers  away  from  competitors  by  underhand 
means. 

Cutting  prices,  from  the  point  of  view  of  many  trade  associa- 
tions, is  an  unethical  practice.  But  it  is  not  unethical  from  the 
consumer's  point  of  view,  because  he  is  interested  in  any  method 
which  lowers  the  sales  price  to  him.  Ethics,  therefore,  will  differ 
according  to  whether  they  are  formulated  from  the  subjective  or 
the  objective  point  of  view.  From  the  angle  of  reducing  prices,  the 
bargain  basement  might  be  regarded  as  highly  unethical,  for  it 
sells  goods,  bought  in  job  lots,  at  less  than  the  cost  of  production, 
and  if  the  goods  fail  to  sell,  it  will  merchandise  them  automat- 
ically at  less  than  cost.  This,  however,  is  not  unethical  from 
the  standpoint  of  the  consumer. 

Codes  of  ethics,  to  be  of  any  practical  use,  must  be  put  into 
concrete  form,  as,  for  instance,  in  the  written  policies  of  the 
Division.  The  earlier  trade  association  codes  and  many  of  their 
codes  today  are  too  general  and  too  nebulous  to  be  of  anything 
but  inspirational  value.  Then  again,  codes  of  ethics  often  serve  to 
defend  those  very  practices  which  scientific  marketing  seeks  to 
abolish.  The  term  ethics  conveys  to  some  the  odor  of  sanctity. 
Many  so-called  codes  of  ethics  are  in  themselves  unethical  from 
the  consumer  and  objective  point  of  view.  They  are  often  cloaks 
for  combination  and  collusion  in  restraint  of  trade,  and  as  such 
have  often  been  attacked  in  the  courts.  Any  code  which  puts 
the  interests  of  the  members  ahead  of  the  interests  of  the  con- 
sumer is  unethical. 
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Running  a  System  to  Death. — Scientific  marketing,  con- 
ducted according  to  the  above-outlined  principles,  makes  no  pre- 
tense at  infallibility.  It  is  merely  the  code  according  to  which  the 
individual  system  must  be  operated.  Nor  can  any  mere  system 
of  itself  bring  success.  It  is  essential  to  have  a  guiding  intelli- 
gence. Many  efficiency  experts  are  clever  at  showing  how  a  shop 
can  be  run  like  clockwork  at  a  hundred  per  cent  production. 
Like  a  beautiful  mechanism,  operating  at  maximum  capacity,  with 
every  ounce  of  energy  being  properly  applied,  it  turns  out  a 
product  with  the  least  possible  expenditure  of  effort  and  time. 
All  this  is  important,  but  it  is  less  important  than  it  is  to  build 
up  the  steady  day-in  and  day-out  volume  of  business  without 
which  the  shop  could  not  function  at  all.  It  is  comparatively 
easy  to  devise  methods  of  production  which  succeed  superlatively 
when  the  shop  is  running  at  full  capacity,  but  it  is  difficult,  with 
markets  in  an  unsettled  condition,  to  obtain  a  regular  flow  of 
orders.  The  latter  problem  is  primary,  tl"te  production  problem 
has  become  secondary.  The  task  of  marketing  already  calls  for 
higher  mental  caliber  than  that  of  production. 

When  a  man  of  preeminent  ability  applies  himself  to  solving 
a  problem,  and  does  so  successfully,  he  has  a  host  of  followers. 
Such  was  the  case  with  Frederick  W.  Taylor,  but,  as  is  also 
usually  to  be  found,  many  of  his  followers  were  followers  and 
nothing  more.  They  approached  problems  after  the  manner  in 
which  he  was  accustomed  to  approach  them,  but  not  in  the  spirit 
in  which  he  would  have  approached  them  under  the  now-changed 
conditions. 

The  Company's  Own  Attitude. — Before  any  system  of 
scientific  management  is  introduced,  the  company  should  make 
sure  whether  it  wants  such  a  system.  To  many  minds,  ''science/' 
although  it  seems  a  desirable  thing,  is  rather  an  empty  phrase. 
Before  any  steps  towards  reorganization  are  taken,  it  is  neces- 
sary first  to  know  whether  a  scientific  system  is  really  desired 
by  the  company  in  question.  In  the  second  place,  it  is  essential 
to  ascertain  whether  or  not  the  management  will  be  able  to  as- 
similate the  principles  underlying  the  system  and  to  apply  them 
effectively. 

There  are,  as  a  matter  of  fact,  a  number  of  requirements  which 
the  individual  company  will  have  to  meet  before  it  can  install  a 
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scientific  marketing  system.     They  may  be  chiefly  summarized 
as  follows : 

1.  Clear  understanding  of  the  objective  which  is  being  aimed  at. 

2.  An  organization  of  such  a  character  and  based  on  such 
principles  that  the  objective  will  have  a  reasonable  chance  of 
being  attained. 

3.  A  sufliciency  of  men,  money,  and  equipment. 

4.  The  necessary  leaders  and  teachers. 

5.  Most  important,  the  guiding  principles,  which  must  be 
thoroughly  understood  by  all. 


CHAPTER  VIII 

THE  ORGANIZATION  OF  SCIENTIFIC  MARKETING 

On  the  basis  of  the  foregoing  principles  it  is  necessary  to  erect 
a  working  organization  or  system.  According  to  scientific  pro- 
cedure this  is  done  by  separating  marketing  activities  into  a  logical 
series  of  functions,  and  then  by  departmentizing  the  personnel  in 
accordance  with  these  functions.  If  the  system  is  to  be  prac- 
ticable and  not  a  merely  visionary  project,  it  must  hold  close  to 
the  following  conditions : 

1.  Clear-cut  Conception  of  Functions.  Much  of  the  trouble 
with  the  marketing  efforts  of  many  companies  comes  as  the  result 
of  the  inevitable  complexity  of  marketing  activity.  As  the  sell- 
ing function  has  grown  in  importance,  new  departments  have 
been  added  without  proper  attention  to  function,  but  purely  with 
regard  to  the  operating  expediency  of  the  moment.  The  result 
has  been  great  confusion  and  a  total  lack  of  uniformity  in  the 
practices  of  different  concerns.  Figure  15  shows  the  organiza- 
tion of  a  large  and  highly  successful  company  which  has  found 
it  necessary  to  add  certain  staff  departments  yet  still  without 
a  completely  unified  plan  of  organization. 

2.  Objectives.  To  put  into  operation  a  scientific  system  it  is 
essential  to  have  objectives.  The  majority  of  concerns  operate 
on  a  day-to-day  basis;  the  company  which  works  on  a  scientific 
basis  has  a  definite  goal  towards  which  all  its  plans  and  actions 
are  directed. 

3.  Standards.  One  of  the  best  methods  of  eliminating  market- 
ing wastes  is  by  setting  up  proper  standards  of  accomplishment 
and  then  holding  to  them.  These  standards  may  be  of  various 
kinds.     The  quota  is  one  form  of  standard. 

4.  Coordination.  Provision  must  be  made  for  the  interlinking 
of  the  various  functions  after  they  have  been  separated.  Each 
department  must  be  acquainted  with  the  work  of  the  others. 
This  is  made  possible  by  means  of  conferences  and  committees 
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as  well  as  a  routine  order  of  procedure  which  will  automatically 
bring  about  coordination  as  hereafter  described. 


/      MARKET      \ 
I      RESEARCH      ) 


/    MARKETING  \ 
1       TRAINING      ) 


Figure  i6.     Elements  of  the  Scientific  Marketing   System 
The  attempt  here   is  to  show  the  basic  marketing   functions,  broken   down 
in    accordance    with   a    plan    for    building    a    smoothly    working    organization. 
The  relationships  are  but  roughly  indicated,  and  will  vary  widely,  according 
to  the  company's  needs. 


The  System  in  Operation. — Fig.  i6  shows  the  elements 
of  the  scientific  marketing  system,  reduced  to  its  simplest  terms. 
That  is,  in  any  representative  manufacturing  concern,  the  func- 
tions shown  on  the  chart  constitute  the  logical  basis  for  depart- 
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mentizing  the  Marketing  Division,  and  normally  they  will  folluw 
the  sequence  there  outlined. 

Since  research  is  the  pioneer  step  in  marketing,  the  Market 
Research  Department  deserves  first  consideration.  In  this  de- 
partment the  facts  of  the  market  are  examined  and  reported  upon, 
the  amount  of  business  to  be  done  is  determined,  and  the  methods 
v^hereby  the  business  may  be  obtained  are  determined. 

The  findings  of  the  Research  Department  are  handed  on  to 
the  Marketing  Planning  Department,  where  they  are  built  into  a 
constructive  and  dynamic  program.  This  department  is  respon- 
sible for  determining  the  best  way  of  obtaining  business  from 
the  market  as  it  has  been  disclosed  through  market  research, 
and  also  for  indicating  the  tactics  by  which  this  end  may  be 
accomplished. 

Before  plans  can  be  put  into  effect,  trained  personnel  must 
be  provided.  This  presupposes  a  properly  functioning  Market- 
ing Training  Department.  Once  supplied  with  suitable  man- 
power, the  Marketing  Division  can  operate  effectively.  Training 
should  be  regarded,  however,  as  an  end  as  well  as  a  means. 
Training  is,  to  a  degree,  the  basic  and  underlying  feature  of  the 
entire  system  of  Scientific  Marketing. 

The  instructions  of  the  Marketing  Planning  Department  are  de- 
livered through  the  Marketing  Manager  to  the  Sales  Depart- 
ment and  to  the  Advertising  Department,  both  of  which  have  as 
their  sole  duties  the  carrying  out  of  these  instructions  and  the 
reporting  back  to  the  Planning  Department  or  to  the  Marketing 
Manager  the  progress  which  has  been  made. 

The  next  function  is  that  discharged  by  the  Service  Depart- 
ment, which  exists  in  order  to  represent  the  interests  of  the  con- 
sumer, both  before  and  after  the  sale.  Thus  the  Service  Depart- 
ment takes  charge  of  relations  with  and  service  to  dealers.  In 
this  way  the  consumer's  wants  are  better  satisfied. 

The  necessity  of  supplying  suitable  machinery  to  take  care 
of  marketing  costs  will  make  it  desirable  to  have  a  Marketing  Ac- 
counting Department.  For  example,  the  very  basis  of  a  chain- 
store  system  is  its  cost-accounting  system.  The  same  holds  true 
of  every  seller  who  goes  direct  to  the  consumer  or  who  sells  to  a 
great  many  dealers. 

The  above  are  all  primary  functions  of  a  universal  nature,  and 
to  be  performed  by  every  company.     There  are,  in  addition  to 
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them,  certain  other  secondary  functions  for  which  it  may  prove 
desirable  or  even  essential  to  provide  a  departmentized  group. 

Where  the  number  of  buyers  is  large,  a  special  Credit  Depart- 
ment may  be  organized  under  the  Marketing  Division. 

If  shipping  problems  are  an  important  part  of  the  marketing 
procedure,  then  this  function  also  should  be  separately  organized 
and  placed  preferably  under  the  Service  Department. 

There  is  some  logic  in  placing  purchasing  under  the  control 
of  the  Marketing  Division,  arguing  from  the  example  of  the 
department-store  buyer  who  performs  both  the  buying  and  sell- 
ing functions.  This  disposition  of  purchasing  is  not  probably 
advisable  in  the  majority  of  cases,  since  the  peculiar  needs  of 
the  Production  Department  are  best  served  by  someone  con- 
nected with  it  and  in  close  touch  with  it.  Scientific  marketing 
does  not  aim  to  reduce  production  to  a  negligible  factor,  but 
merely  to  take  charge  of  those  functions  which  normally  belong 
to  it. 

Combining  Departments. — One  of  the  first  questions  which 
comes  up  when  the  installation  of  scientific  marketing  system, 
is  considered  has  to  do  with  the  possibility  of  combining 
several  of  these  functions  into  one  department.  For  example, 
it  seems  to  many  at  first  sight  that  Market  Research  and  Alarketing 
Planning  might  well  come  under  one  department,  because  to  the 
uninitiated  there  seems  to  be  a  certain  similarity  between  these 
two  functions.  There  are,  however,  potent  reasons  for  keeping 
these  and  the  other  functions  separate  and  for  having  those  in 
charge  of  them  report  individually  to  the  Marketing  Manager. 
'  If  functionalization  is  to  prove  effective,  it  must  be  rigidly 
adhered  to.  If  two  functions  which  are  admittedly  different  are 
combined  without  continuously  identifying  the  differences  between 
them,  confusion  at  once  results.  Combining  departments,  while 
apparently  a  process  of  simplification,  may  in  reality  create  com- 
plexity and  waste.  The  lines  of  authority  and  the  definite  order 
of  procedure  become  entangled.  And  it  is  difficult  to  find  men 
able  to  perform  both  functions  with  equal  satisfaction. 

In  the  second  place,  the  division  of  functions  according  to  de- 
partments gives  a  desirable  balance  of  authority.  If  Marketing 
Planning  and  Market  Research  were  united,  too  much  authority 
would  be  vested  in  the  chief  of  the  resultant  department.  Where 
they  are  separated,  however,  the  Market  Research  Department 
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hands  to  the  Marketing  Plannin^r  Department  all  the  data  upon 
which  plans  are  laid,  so  that  the  Sales  Department  cannot  accuse 
the  Planning  Department  of  having  issued  instructions  which  are 
not  in  keeping  with  the  potential  business  available  to  the  company. 

It  is  important  to  stress  again  the  fact  that  the  word  * 'Depart- 
ment" does  not  necessarily  mean  a  large  group  of  men.  It  may 
in  some  cases  consist  of  one  man  alone. 

The  question  also  will  arise  as  to  whether  the  Marketing  Man- 
ager shall  do  the  planning.  If  his  position  is  assumed  to  be  like 
that  of  the  Prime  Minister  of  England,  he  can  take  charge  of 
some  particular  department,  while  at  the  same  time  being  the  chief 
of  all  of  them.  In  other  words,  his  name  would  appear  twice 
on  the  organization  chart.  Unless  the  company  were  quite 
small,  however,  such  a  procedure  would  not  be  wise.  If,  on  the 
other  hand,  the  routine  of  the  Planning  Department,  as  here- 
after described,  is  well  established,  then  it  is  conceivable  that  the 
Marketing  Manager  might  also  be  titular  head  of  the  Planning 
Department. 

The  Marketing  Objective. — One  of  the  most  difficult  things 
to  do  in  introducing  a  system  of  scientific  marketing,  and 
yet  one  which  must  be  done  at  the  outset,  is  to  determine  the 
marketing  objective — that  is,  precisely  what  the  company's  policy 
shall  be  with  respect  to  the  marketing  of  its  product.  In  the 
past,  this  has  usually  seemed  a  simple  problem,  namely,  to  sell 
the  product  as  widely  and  in  as  great  volume  as  possible.  But 
such  a  policy  can  no  longer  be  accepted  on  the  face  of  it  as  sound. 
In  most  cases  an  objective  based  on  a  more  scientific  analysis  of 
distribution  problems  will  have  to  be  set  up. 

One  of  the  concrete  difficulties  about  defining  this  objective  is 
that  it  will  have  to  be  expressed  not  only  in  abstract  and  gen- 
eral terms,  but  that  it  will  have  to  be  reducible  to  quantitative 
terms.  At  least,  there  must  be  factors  or  indices  susceptible  of 
mathematical  expression,  since  the  whole  structure  of  scientific 
marketing  depends  upon  standards  which  are  absolute  and 
measurable. 

The  standards  must  be  the  outgrowth  of  the  marketing  policy. 
The  task  outlined  for  every  man  in  the  organization  must  be 
built  upon  these  standards.  Tasks  must  be  measured,  and  meas- 
ured in  units  which  are  readily  computed  and  easily  understood. 
The  success  of  the  entire  system  depends  upon  suitable  formula- 
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tion  of  these  standards  and,  unless  this  can  be  done,  it  is  better 
to  hold  to  the  old  plan  of  measuring  performance  merely  in  terms 
of  units  of  sales.  Indeed,  one  admirable  feature  of  a  meretricious 
system  was  that  results  could  readily  be  computed.  A  man  had 
sold  so  many  units  of  the  product  or  so  many  dollars'  worth 
of  goods.     There  was  the  evidence  beyond  dispute. 

As  a  measure,  the  old  standard  was  perfect,  as  far  as  it  went, 
and  from  the  standpoint  of  managing  men  it  was  all  that  could 
be  expected.  The  fault  with  mere  volume  as  a  measure  of  suc- 
cess, however,  is  that,  in  most  cases,  it  is  no  longer  a  true  measure 
of  success.  There  are  other  elements  which  must  be  introduced 
into  the  formula. 

It  is  important  to  have  a  general  policy,  but  it  is  also  essen- 
tial to  have  minor,  or  supporting,  policies.  Taken  together,  tliese 
should  be  adequate  to  cover  every  situation  which  may  arise. 
Anyone  conversant  with  these  policies  should  be  able  to  cope 
with  any  circumstances  to  be  met  with  in  his  work.  This  may 
be  contrasted  with  the  usual  state  of  affairs,  where  operations 
are  based  on  traditional  methods  rather  than  on  principles  and 
policies.  The  average  concern  does  not  even  have  a  clearly 
defined  marketing  objective,  not  to  speak  of  a  code  of  marketing 
policies. 

Here  and  there  are  exceptions  where  a  company  has  a  regu- 
larly defined  sales  policy.  For  example,  the  Atwater  Kent  Manu- 
facturing Company,  by  means  of  personal  interviews  with  whole- 
salers, retailers,  and  consumers  of  every  class,  supported  by  over 
4,000  questionnaire  returns,  and  by  means  of  a  study  of  com- 
petitive merchandising,  has  formulated  a  sales  policy  which,  being 
one  of  the  few  in  written  form,  is  worthy  of  careful  study.  It 
is  divided  into  six  headings,  with  definite  statements  under  each : 

1.  Product.  This  is  shown  and  explained  in  an  advance  bulletin 
service  to  the  trade  and  in  the  company's  advertising  and  literature. 

2.  Prices  and  Discounts.  The  company  adopts  the  policy  of  a 
single  maximum  discount  to  the  recognized  wholesaler  of  Atwater- 
Kent  radio  products  stating  that,  in  its  opinion,  sliding  scale,  prefer- 
ential, and  special  discounts  are  detrimental  to  all  concerned.  The 
company  suggests  to  the  wholesaler  that  he  give  dealers  a  flat  maxi- 
mum discount  without  exception. 

3.  Contract  and  Franchise.     All  contracts  for  wholesalers  are  put 
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in    definite   written    form,    outlining   territories   and    explaining   the 
quota  system  used. 

4.  Distribution,  Wholesale  and  Retail. 

a.  General.  The  only  channels  of  distribution  will  be  the  estab- 
lished bona-fide  radio  wholesaler  and  retailer.  The  company 
gives  as  its  opinion  that  servicing  of  radio  is  of  greater  im- 
portance than  ever  before,  and  that  the  musical  trade  is  a 
factor  of  increasing  importance. 

b.  Territory  and  Protection.  The  United  States  are  divided 
into  ten  principal  territories,  subdivided  into  logical  distribut- 
ing areas.  Districts  have  been  laid  out  by  careful  examina- 
tion of  geographic  location,  transportation  facilities,  popu- 
lation, wealth,  and  topography.  It  will  be  the  policy  of  the 
company  to  protect  all  wholesalers  of  the  company  from  ship- 
ments into  their  territories  by  wholesalers  from  other  terri- 
tories. The  number  of  retailers  to  be  established  will  be 
determined  by  wholesalers,  considering  the  population, 
wealth,  locality,  and  success  of  the  dealer.  On  the  whole, 
smaller  territories  and  more  intensive  merchandising  are 
planned. 

c.  Sales  Quota  and  Probable  Business.  Each  sales  district  is 
assigned  a  definite  and  reasonable  sales  quota,  determined 
by  number  of  families,  number  and  classification  of  income- 
tax  figures,  checks  against  past  season's  business.  The  com- 
pany believes  it  reasonable  to  expect  the  sale  of  one  receiv- 
ing set  and  speaker  to  every  250  persons  or  60  families, 
subject  to  variation  in  different  territories. 

5.  Advertising  and  Sales  Promotion  Helps.  A  small  charge  is 
made  for  literature  and  display  aids.  A  complete  national  adver- 
tising campaign  for  summer  and  fall,  covering  every  class  and  trade, 
has  been  prepared.  A  complete  cooperative  newspaper  advertising 
campaign  has  been  outlined.  Twenty-four-sheet  posters  are  to  be 
continued ;  also  radio  broadcasting.  A  bulletin  service  of  approxi- 
mately 50,000  copies  a  week  will  cover  sales  helps,  technical  items, 
and  details  of  interest  to  the  trade.  A  monthly  broadside  service,  a 
general  selling  booklet,  a  group  of  envelope  stuffers  and  descriptive 
leaflets,  and  a  general  instruction  booklet,  as  well  as  window  displays 
and  signs,  will  also  be  furnished. 

6.  Cooperation.     A  policy  of  prompt  shipment,  prompt  handling 
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of  repair  material,  and  few  changes  in  standard  equipment  is 
adopted.  Wholesalers  will  be  helped  to  analyze  their  respective  terri- 
tories on  a  monthly  sales  basis.  All  radio  equipment  will  be  covered 
by  complete  warranty.  Inquiries  will  be  referred  to  whole- 
salers in  proper  district. 

Although  this  sales  objective  has  been  prepared  for  scrutiny 
by  distributors,  it  contains,  nevertheless,  a  definite  statement  as 
to  many  points  which  are  usually  left  undetermined.  It  shows 
that,  even  under  the  old  system,  statement  of  the  marketing  ob- 
jective is  of  greac  service.  It  is  interesting  to  note  the  stress 
laid  on  service  and  quotas,  both  of  which  form  an  essential  por- 
tion of  the  scientific  marketing  system. 

Examples  of  carefully  planned  marketing  objectives  are  becom- 
ing more  frequent ;  a  few  years  ago  they  were  unknown.  For 
instance,  a  manufacturer  of  pumping,  lighting,  weighing,  and 
power  equipment  for  the  industrial  market  made  a  survey  which 
resulted  in  adopting  certain  policies. -"^    The  company  worked  these 

out  as  follows : 

1.  Mapped  out  those  markets  which  can  use  a  group  of  its 
products  rather  than  only  one  product.  This  gives  twenty-six 
major  markets,  each  of  which  offers  a  logical  field  for  concen- 
trated selling. 

2.  Worked  out  a  plan  for  getting  thorough  advertising  cov- 
erage of  these  markets  for  the  group  of  products  that  each  can 
use. 

3.  Trained  salesmen  to  recognize  that  the  twenty-six  markets 
must  come  first  in  selling.  Showed  them  that  sales  volume  is 
obtained  most  economically  by  getting  the  industrial  buyer  in 
these  markets  to  plus  his  purchase  instead  of  buying  only  one 
of  the  company's  products. 

4.  Built  prestige  for  the  company  by  putting  advertising  power 
behind  the  idea  that  it  has  a  complete  and  dependable  service 
to  industry  rather  than  machinery  to  sell. 

In  preparing  a  statement  of  objectives  for  a  company  prac- 
ticing scientific  marketing,  one  fundamental  element  must  be  con- 
sidered. The  best  interests  of  the  consumer  must  always  be  held 
first.  Where  a  customer  does  not  consume  the  product  himself, 
but  resells  it,  his  interests  should  be  considered  only  in  so  far 
as  they  are  designed  to  benefit  the  ultimate  consumer.     This  must 

^  See  Printers'  Ink,  March  18,  1926,  p.  57,  for  full  details. 
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be  the  controlling  principle,  not  only  in  marketing,  but  in  the 
entire  business. 

Standard-practice  Instructions. — The  major  and  minor  ob- 
jectives must  be  carried  out  by  means  of  standard-practice 
instructions.  Every  job  should  be  provided  with  complete 
instructions  for  its  performance.  Nothing  should  be  omitted 
and  little  left  to  the  imagination.  Many  men  feel  that  such 
a  degree  of  standardization  is  not  desirable  and  that  it  is 
better  to  give  each  man  free  rein.  Where  there  can  be  no 
close  control  of  salesmen's  activities,  such  a  plan  may  prove  better, 
although  it  entails  the  selection  of  a  higher  type  of  employee  and 
thorough  training.  But  where  a  properly  planned  system  has 
been  worked  out  for  marketing  control,  too  much  freedom  must 
not  be  given  to  individuals.  Fig.  17  is  an  example  of  a  standard- 
practice  instruction  card. 

In  regard  to  standardized  selling  talks  and  standardized  pro- 
cedure set  forth  in  sales  manuals,  there  is  a  difference  of  opinion. 
Scientific  marketing,  however,  accepts  the  principle  that  every 
salesman  should  be  provided  with  a  more  or  less  standardized 
selling  talk.  This  is  not  because  of  any  lack  of  faith  in  the  in- 
dividual salesman's  ability,  but  purely  because  for  each  product 
there  are  certain  methods  of  approach  which  will  facilitate  the 
sale.  It  cannot  be  denied  that  there  are  special  cases  where  no 
amount  of  standardized  practice  will  avail,  and  where  the  ability 
of  the  individual  salesman  will  be  the  only  criterion  for  handling 
the  situation  properly.  But  on  the  average,  and  it  is  the  average 
which  counts  in  the  long  run,  the  standardized  process  will  bring 
best  results. 

Almost  every  sales  manager  of  the  old  school  can  cite  instances 
of  where  a  salesman  on  his  own  initiative  has  made  a  wonder- 
ful record.  Before  accepting  this  at  its  face  value,  it  would  be 
well  to  ask  certain  questions.  What  were  the  total  potentialities 
in  comparison  with  the  total  sales  made?  Were  the  minds  of  the 
buyers  made  receptive  in  advance  by  some  means  or  other  ?  What 
was  the  percentage  of  returns?  In  other  words,  what  was  the 
underlying  reason  for  this  great  personal  or  individual  success? 

The  best  method  of  incorporating  standard-practice  instruc- 
tions is  in  the  sales  manual.  This  is  treated  in  Chapter  X. 
The  manual  is  not  designed  purely  for  training  purposes.  It 
must  serve  also  as  a  handbook  of  practice. 
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Figure  17.    Standard-Practice  Instructions 
This   instruction   card   is  the   carefully   worked-out   procedure   recommended 
by  the  Planning  Department  as  the  result  of  a  study  of  methods  of  operation. 
The  entire  plan  is  very  like  that  used  in  factory  practice. 
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Time  Standards. — Marketing  cannot  be  reduced  to  a  time 
basis  pure  and  simple,  as  in  production,  where  it  is  possible  to 
control  quality  and  to  make  time  practically  the  only  variable. 
A  workman  may  be  expected  to  turn  out  a  job  of  certain  specifica- 
tions and  standards  within  a  certain  given  length  of  time :  but 
it  is  not  yet  possible  to  go  so  far  as  this  with  the  tasks  of  the 
Marketing  Division.  There  are  other  factors  present  of  a  variable 
nature,  such  as  personal  relations,  and  these  cannot  be  measured 
satisfactorily  in  quantitative  units. 

There  are  some  time  standards  which  may,  nevertheless,  be  set 
up.  One  method  is  to  base  these  on  past  records,  but  a  better 
plan  is  to  choose  one  man  of  average  ability  and  study  carefully 
the  time  it  takes  him  to  carry  out  the  various  operations  in- 
volved. Thus,  in  selling,  the  following  operations  should  be 
studied  and  timed : 

1.  Prelmiinary  Work.  The  salesman's  preliminary  w^ork 
should  be  reduced  as  much  as  possible  by  having  prospect  cards 
prepared  at  the  office,  and  perhaps  also  by  the  use  of  a  junior 
sales  force.  Everything  that  can  be  done  in  this  way  will  make 
possible  an  increase  in  the  salesman's  efficiency. 

2.  Time  in  Travel.  By  planned  routing,  a  standard  can  be  set 
up  for  the  amount  of  time  necessary  to  spend  in  travelling. 

3.  Time  in  Securing  Interviews.  Certain  allowance  must 
always  be  made  for  securing  interviews.  This  may  be  reduced 
in  many  cases  by  careful  advance  preparation  through  letters  or 
advertising. 

4.  Time  in  Selling.  While  no  two  sales  interviews  or  series 
of  interviews  may  occupy  the  same  length  of  time,  analysis  of  a 
number  of  them  will  serve  to  set  up  an  average  time. 

5.  Time  in  Rest  Periods.  Even  more  than  in  production  or 
office  work,  fatigue  will  impair  the  efficiency  of  the  salesman. 
He  should,  therefore,  be  allow^ed  sufficient  time  for  relaxation 
and  recreation. 

Fig.  18  shows  how  studies  of  time  can  be  made,  not  only 
for  salesmen,  but  also  for  executives. 

Task  Standards. — Careful  analysis  of  time  standards  w^ill 
allow  a  daily  or  weekly  task  to  be  set  before  every  man  in  the 
Marketing  Division.  This  should  apply  to  everyone,  regardless 
of  his  position.  As  Frederick  W.  Taylor  says :  "There  is  no 
question  that  the  average  individual  accomplishes  the  most  when 
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he  either  gives  himself,  or  some  one  else  assigns  him,  a  definite 
task,  namely,  a  given  amount  of  work  which  he  must  do  within 
a  given  time;  and  the  more  elementary  the  mind  and  character  of 
the  individual,  the  more  necessary  does  it  become  that  each  task 
shall  extend  over  a  short  period  of  time  only." 

In  order  that  the  task  may  be  accomplished,  the  conditions  of 
work  should  be  as  favorable  as  possible,  and  should  be,  more- 
over, reduced  to  a  standardized  and  known  basis,  uniform  for  all 
those  men  doing  a  given  class  of  work,  so  that  all  shall  be  on 
an  equal  footing.  Since  the  accomplishment  of  the  task  will 
involve  the  individual's  best  efforts,  high  remuneration  should  be 
given  for  fulfilling  the  task;  but  failure  to  perform  it  should 
involve  a  penalty. 

Task  setting  for  the  Training,  Research,  and  Planning  Depart- 
ments must  be  largely  of  a  general  nature.  For  the  salesman, 
it  may  include  the  following : 

1.  Number  of  calls  to  be  made  per  day.  It  has  been  demon- 
strated frequently  that  the  number  of  calls  has  a  decided  effect 
upon  the  volume  of  sales  made.  Time  and  task  studies  will  indi- 
cate the  proper  number  of  calls  to  be  made  by  each  salesman, 
allowing  for  special  circumstances,  such  as  distance  between  calls. 

2.  Volume  of  sales.  This  may  be  taken  by  weekly  periods  and 
will  be  measured  in  the  form  of  a  quota.  It  will  rarely  be  the 
only  task  standard,  since  volume  of  sales  does  not  normally 
satisfy  the  principle  of  objectivity  of  demand. 

3.  Duties  concerned  with  satisfaction  of  the  consumer.  The 
salesman,  for  example,  may  be  required  to  render  certain  services 
to  customers  as  a  regular  part  of  his  task. 

Quotas. — Time  and  task  standards  are  combined  into  quotas. 
The  essential  feature  of  a  scientific  quota  system  is  a  thorough 
understanding  of  the  market.  The  quota  is  that  proportion  of 
its  market  which  a  company  may  reasonably  expect  to  sell  during 
a  stated  interval  of  time.  It  is  obvious  that  the  first  step  in 
quota-setting  is  an  accurate  market  analysis.  The  management 
which  has  the  basic  facts  regarding  its  market  at  its  fingertips 
is  in  a  position  to  make  demands,  rather  than  requests,  of  its 
sales  force.  Failure  to  understand  the  very  basis  of  the  quota 
puts  the  company  in  a  weak  position  in  dealing  with  its  salesmen. 

The  essentials  of  a  successful  quota  system  are  that  it  should 
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be  based  on  an  analysis  of  the  present  market,  a  forecast  of  the 
market  for  the  quota  period,  and  on  a  reasonable  and  workable 
set  of  standards  for  each  individual  who  has  to  do  with  its  at- 
tainment. The  goal  set  should  be  one  which  a  first-class  man 
may-  reasonably  expect  to  reach,  provided  he  exerts  himself  and 
provided  he  has  the  constant  support  and  cooperation  which  are 
essential  features  of  any  system  of  scientific  marketing. 

To  sum  up,  the  quota  should  be  based  on  known  facts,  these 
facts  being  in  possession  of  the  management.  Above  all,  the 
goal  to  be  attained  and  the  speed  at  which  the  salesman  works 
must  be  set  by  the  management  and  not  by  the  salesman  himself. 

Perhaps  the  most  dangerous  feature  of  the  usual  quota  system 
is  that  it  is,  of  necessity,  based  on  statistical  computations,  of  one 
sort  or  another.  It  is  important  to  take  steps  to  correct  any 
impression  on  the  part  of  the  salesman  that  mere  volume  is  tlie 
inevitable  desideratum.  Fundamental  instructions  (standing 
orders)  to  the  sales  force  should  set  forth  the  basic  marketing 
policies  and  objectives  of  the  company,  without  which  no  intelli- 
gent operations  can  be  started  or  plan  of  task  management  be 
made  feasible. 

In  setting  up  quotas,  it  is  desirable  to  keep  each  salesman 
informed  of  the  results  which  he  is  obtaining,  without  undue 
delay.  Furthermore,  the  tasks  set  him  should  be  so  arranged 
as  to  appear  reasonably  attainable  within  a  comparatively  short 
space  of  time.  Far-off  goals  are  much  more  difficult  to  visualize, 
and  often  appear  beyond  the  man's  reach.  In  setting  quotas,  it 
has  usually  been  found  better  to  deal  with  each  salesman  in- 
dividually rather  than  as  a  member  of  a  group. 

Arrangements  must  also  be  made  for  measuring  results  against 
the  standard  set.  For  this  purpose  the  Gantt  chart  is  ordinarily 
the  best.  Fig.  19  illustrates  an  executive  control  chart  coor- 
dinating selling  and  production  on  a  quota  basis. 

Methods  of  Setting  Quotas. — There  are  many  possible 
methods  of  computing  quotas,  both  simple  and  complex.  A 
simple  case  is  that  of  spare  or  replacement  parts.  Here  the  mar- 
ket is  easy  to  calculate.  But  in  many  other  cases  the  factors 
which  enter  into  quota-making  are  extremely  complicated. 

L.  D.  H.  Weid,  formerly  man.ager  of  the  Commercial  Research 
Department,  Swift  &  Company,  outlines  the  following  method:^ 

^Printers'  Ink,  April  29,  1926,  p.   165. 
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The  percentage  of  total  sales  in  each  county  or  sales  district 
is  used  as  a  basis,  using  fifty  or  one  hundred  sample  counties. 
Then  in  each  sales  district  the  percentage  of  total  population, 
number  of  native  whites,  number  of  automobile  registrations, 
number  of  magazines,  number  of  retail  outlets,  or  other  per- 
tinent factor  is  recorded.  A  curve  is  plotted  for  each  set  of 
data,  compared  with  the  basic  curve  to  see  w^hich  ones  correspond 
most  exactly.  Three  or  four  of  the  facts  which  correspond  most 
nearly  are  chosen  for  combining.  If  a  simple  average  is  used 
the  computation  might  be  as  follows  : 

Past  sales    1.5  per  cent 

Population   1.9  ** 

Number  of  retail  outlets  1.3  " 

Number  of  income-tax  returns   2.1  '' 

Magazine  circulation   1.7  ' 

Average  of  four  factors 1.75         " 

The  result  of  this  computation  would  indicate  that  sales  in 
the  district  in  question  should  be  increased  from  1.5  per  cent 
to  1.75  per  cent.  After  theoretical  quotas  have  been  established 
for  each  sales  district,  allowances  and  adjustments  must  be  made 
to  take  care  of  strength  of  competition,  thoroughness  of  company 
distribution,  or  business  conditions.  Mr.  Weld  advises  the  use 
of  a  weighted  index,  provided  it  can  be  done  scientifically.  H.  G. 
Weaver  of  the  General  Motors  Corporation  has  developed  a 
purchasing  power  index  of  each  county  in  the  United  States, 
based  on  scientific  analysis.^ 

Even  after  the  general  market  has  been  computed,  it  is  often 
a  difficult  matter  to  say  how  much  of  the  business  should  go  to 
any  one  company.  The  final  step  in  the  quota  is  to  assign  a 
definite  amount  to  each  salesman.  The  records  of  the  company 
should  show  the  relative  capacity  of  each  of  its  salesmen.  The 
H.  H.  Franklin  Manufacturing  Company  grades  salesmen  into: 

Class  A,  men  who  sell  $100,000  worth  of  merchandise,  or  40 
new  Franklin  automobiles. 

^  See  description  in  Han'ard  Busimss  Rcviczv,  April  1926,  p.  276.  This 
article  describes  clearly  the  choosing  of  the  various  factors  to  make  up  the 
index,  their  combination  into  a  practicable  index,  the  application  of  the  formula 
outlined,  and  a  discussion  of  the  defects,  limitations,  and  criticisms  of  pur- 
chasing-power analysis. 
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Class  B,  men  who  sell  $75,000  worth,  or  30  cars. 

Class  C,  men  who  sell  $50,000,  or  21   cars. 

Thus  if  a  certain  territory  has  a  quota  of  300  new  cars,  the 
dealer  must  have  either  8  Class  A  men,  10  Class  B  men,  15  Class 
C  men,  or,  what  is  more  frequent,  a  force  made  up  of  part  of 
each.  The  Franklin  Company  keeps  a  record  of  the  number  of 
salesmen  employed  by  each  of  its  dealers,  so  that  it  can  imme- 
diately tell  whether  they  have  enough  salesmen  to  complete  their 
quotas. 

Supporting  the  Personnel. — The  result  of  a  system  of 
marketing,  where  the  objective  is  clearly  stated  and  standards  are 
scientifically  set  and  measured,  is  to  give  the  management  a 
definite  knowledge  of  facts.  It  knows  in  definite  terms  not  only 
the  nature  and  extent  of  the  market  and  where  the  business  is 
to  be  obtained,  but  also  how  much  of  it  each  man  should  secure 
as  his  portion.  To  repeat,  the  m.anagement  should  be  in  the 
position  of  informing  salesmen  of  conditions  rather  than  having 
to  depend  upon  salesmen  for  such  data. 

This  does  not  mean,  of  course,  that  the  management  will  have 
the  minute  details  of  its  market  at  hand,  nor  does  it  mean  that 
the  management  will  know  more  about  a  .given  isolated  situation 
than  the  salesman.  In  the  interests  of  keeping  the  management 
informed,  provision  should  be  made  for  complete  reports  of 
progress,  not  only  from  the  salesmen,  but  also  from  all  members 
of  the  Division.  These  reports  should  be  digested  and  incor- 
porated into  the  management's  records,  to  be  kept  as  hereafter 
described  in  the  files  of  the  Market  Research  Department. 

Scientific  marketing  deliberately  aims  to  substitute  a  system 
for  the  old  personal  relationships.  In  return  for  the  necessarily 
impersonal  character  of  this  new  plan,  where  progress  is  rated 
solely  on  accomplishment,  it  is  necessary  to  provide  for  full  co- 
ordination and  support  between  all  branches  of  the  marketing 
division.  How  this  control  is  exercised  is  described  in  the  fol- 
lowing chapter. 


CHAPTER  IX 
THE  CONTROL  OF  SCIENTIFIC  MARKETING 

The  Marketing  Manager,  as  executive  head  of  the  Market- 
ing Division,  guides  the  machinery  of  control.  By  means  of 
conferences  and  committees  he  coordinates  the  activities  of  the 
various  departments.  By  a  system  of  reports  he  supervises  and 
directs,  and  maintains  a  consistent  level  of  performance. 

The  Marketing  Manager  has  a  corps  of  assistants  and  sub- 
ordinates which  takes  care  of  the  routine  activities  of  control. 
Scientific  marketing  calls  for  more  strict  supervision  than  has 
been  the  case  under  the  old  plan,  but  the  details  of  this  super- 
vision, once  having  been  worked  out,  can  be  handled  by  sub- 
ordinates. Only  when  there  is  a  deviation  from  the  standard 
must  they  be  called  to  the  attention  of  the  executive. 

Control  is  exercised  mainly  in  three  ways — by  supervision,  dis- 
cipline, and  remuneration. 

Supervision  prevents  the  slipshod  performance  which  so  often 
prevails  in  sales  departments  at  present.  Every  man  in  the  or- 
ganization knows  that  what  he  accomplishes  is  a  matter  of 
record.  There  is  no  opportunity  for  him  to  soldier  on  the  job 
or  to  make  excuses. 

Discipline  is  the  outgrowth  of  supervision.  This  is  an  ex- 
ceptionally difficult  problem,  due  to  the  caliber  of  men  found 
in  the  Marketing  Division. 

It  is  chiefly  by  means  of  remuneration  that  control  is  exer- 
cised. High  monetary  remuneration  is  held  to  be  desirable ;  sys- 
tematic promotion  is  also  made  a  definite  part  of  the  procedure. 
The  chief  difficulty  here  is  to  devise  some  system  of  remunera- 
tion which  will  provide  the  greatest  sales  stimulus,  and,  at  the 
same  time,  safeguard  the  interests  of  the  consumer. 

The  Marketing  Manager. — The  IMarketing  Manager  is 
the  chief  executive  of  the  Marketing  Division.  It  is  he  who  is, 
in  the  final  analysis,  responsible  for  tlte  success  of  scientific  mar- 
keting; he  forms  the  pivot  of  the  system.     His  duties  are  chiefly 

126 


THE  CONTROL  OF  SCIENTIFIC  MARKETING      127 

those  of  a  line  officer,  whose  duty  it  is  to  direct,  coordinate,  main- 
tain, and  measure.  No  one  should  be  appointed  as  Marketing 
Manager  who  is  not  fully  competent  to  meet  these  requirements. 

The  first  major  function  of  the  Marketing  Manager  is  to 
direct.  It  is  his  duty  to  select  the  heads  of  the  various  depart- 
ments, and  upon  his  judgment  will  depend  in  great  measure  the 
strength  of  the  organization  as  a  whole.  One  of  the  tests  of 
a  good  executive  is  his  ability  to  choose  subordinates  who  will 
carry  out  the  policies  of  the  company  and  work  with  him  rather 
than  for  themselves.  The  functional  system  of  organization  de- 
mands experts  and  specialists  at  the  head  of  the  staff  depart- 
ments who  are  competent  to  manage  these  with  a  minimum  of 
supervision.  It  is  the  duty  of  the  Marketing  Manager  to  exercise 
this  supervision. 

While  direction  implies  supervision,  it  also  calls  for  leader- 
ship. The  personality  of  the  Marketing  Manager  will  be  a  pri- 
mary factor  in  building  up  the  morale  of  the  organization  as  a 
whole,  and  in  enlisting  the  whole-hearted  support  of  the  personnel 
in  behalf  of  the  scientific  system  of  marketing. 

The  second  function  o^f  the  Marketing  Manager  is  to  coor- 
dinate. Coordination  is  an  unusually  important  duty  of  this 
official.  On  the  one  hand,  he  is  the  connecting  link  with  the  other 
divisions  of  the  company;  on  the  other  hand,  he  is  the  head  of 
the  departmentized  marketing  functions.  He  must,  therefore, 
be  a  good  organizer;  he  must  be  able  to  create  the  machinery 
of  coordination,  appoint  the  requisite  committees,  and  see  that 
they  carry  out  their  functions.  He  must,  furthermore,  be  an 
expert  in  the  methodology  of  coordination.  He  must  be  pos- 
sessed of  tact  and  of  a  personality  which  will  win  cooperation. 
However  perfect  the  plan  of  organization,  it  must  fail  unless  the 
mechanism  of  control  functions  with  smoothness. 

E.  H.  Schell  -^  says  there  are  three  primary  executive  traits 
essential  to  success :  First,  an  innate  interest  in  and  affection  for 
people,  second,  a  certain  strength  or  power  of  personality,  and 
third,  a  scientific  trend  of  mind.  In  order  to  be  a  good  co- 
ordinator, the  Marketing  Manager  should  be  possessed  of  these 
three  traits,  which  will  enable  him  to  take  the  varied  functions 
of  marketing  and  weld  them  into  a  unified  organization,  work- 

^  Technique  of  Executive  Control,   McGraw-Hill   Book   Company,   pp.   9-1 1. 
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ing  towards  definite  objectives,  without  duplication  of  effort,  and 
with  the  minimum  of  waste  and  inefficiency. 

The  third  duty  of  the  Marketing  Manager  is  to  maintain.  He 
must  see  that  poHcies  and  standards  are  kept  up,  and  that  out- 
put is. kept  at  a  high  level.  He  must  keep  constant  check  on  the 
activities  of  his  division.  He  must  see  that  each  department 
holds  to  those  objectives  which  have  been  set  before  it.  Through 
a  simple  but  rigorously  maintained  system  of  executive  reports, 
he  must  keep  in  touch  with  all  branches  of  his  Division. 

The  fourth  function  is  that  of  measuring.  The  Marketing 
Manager  must  see  that  the  objectives  and  standards  of  scientific 
marketing,  already  described  in  the  previous  chapter,  are  used  for 
purposes  of  measurement.  Measurement  is  necessary  for  pur- 
poses of  meting  out  rewards,  and   for  many  other  purposes. 

Who  Shall  be  Marketing  Manager? — Since  the  position  of 
Marketing  Manager  is  one  of  primary  importance,  the  question 
of  his  selection  and  appointment  can  hardly  be  given  too  great 
attention.     There  are  several  possibilities. 

In  many  ways,  the  old  Sales  Manager  would  seem  the  logical 
person  to  be  advanced  to  the  new  position.  He  has  been  the 
one  in  charge  of  sales  activities  and  has  the  most  intimate  knowl- 
edge of  the  company's  marketing  affairs.  Except  in  rare  cases, 
however,  the  Sales  Manager  is  not  the  best  person  to  select  for 
Marketing  Manager.  The  ordinary  sales  manager  is  likely  to  be 
a  good  salesman  or  a  good  manager,  but  it  is  rare  for  him  to  be 
both.  He  is  so  occupied  either  with  selling  or  with  managing 
salesmen  that  he  loses  the  true  perspective  essential  to  the  admin- 
istration of  the  broad  marketing  problems  of  a  large  company. 
Furthermore,  there  are  innumerable  minor  duties  falling  upon 
his  shoulders  as  the  result  of  the  failure  to  provide  a  properly 
functionalized  staff.  Finally,  the  Sales  Manager  is,  under  ordi- 
nary conditions,  so  thoroughly  imbued  with  the  principles  and 
practice  of  the  old-style  marketing  that,  even  with  the  best  will 
in  the  world,  he  finds  it  extremely  difficult  to  adapt  himself  to 
the  new  ways. 

Another  possibility  is  to  have  some  member  of  the  firm  take 
the  position  of  Marketing  Manager,  preferably  one  who  has 
been  a  prime  mover  in  establishing  the  new  system.  He  is  likely 
to  be  possessed  of  the  executive  qualifications,  although  perhaps 
lackinjr  in  the  scientific  knowled2:e  of  marketing.     The  latter  diffi- 
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culty  may  in  some  cases  be  overcome,  since,  if  he  possesses  the 
executive  quahtications,  he  can  learn  the  technique  of  marketing 
procedure.  To  take  a  member  of  the  firm,  however,  would 
ordinarily  be  a  gambler's  chance.  It  is  doubtful  whether  he 
could  disassociate  himself  sufficiently  from  his  position  as  part 
owner  and  administrator.  The  job  of  Marketing-  Manager  in  a 
manufacturing  concern  is  still  too  novel  an  idea  and  too  little 
applied  to  permit  much  hope  of  success  from  a  manager  chosen 
within  the  company. 

There  remains  the  possibility  of  taking  a  Marketing  Manager 
from  without  the  company.  The  business  man  should  not  over- 
look the  fact  that  management,  as  such,  is  rapidly  becoming  a 
profession  with  its  own  principles  and  codes.  Thus,  the  Mar- 
keting Manager  and  the  Production  Manager  will  possess  almost 
identical  qualities,  with  the  exception  of  the  character  of  the 
technical  knowledge. 

One  logical  procedure  would  be  to  appoint  the  man  hired 
to  reorganize  the  company's  marketing  system  as  Marketing 
Manager.  This  is  what,  in  effect,  he  would  be.  Another  prac- 
tical scheme  is  to  give  him  the  assignment  of  finding  and  train- 
ing a  suitable  Marketing  Manager  to  take  his  place  when  the 
reorganization  is  completed.  Once  the  system  is  in  operation, 
these  matters  will  more  or  less  adjust  themselves.  The  chief 
difficulty  lies  in  the  initiation  of  the  system,  and  so  much  of  its 
success  depends  upon  the  Marketing  Manager  that  the  company 
cannot  afford  to  take  chances.  It  should  hire  the  best  talent 
that  money  can  buy. 

The  Marketing  Manager's  Office. — Once  the  Marketing 
Division  has  been  properly  organized,  it  should  be  unnecessary 
for  the  Marketing  Manager  to  devote  himself  to  details  unless 
these  present  some  exceptional  problem  or  are  out  of  the  ordinary 
routine.  In  case  such  details  indicate  a  need  for  a  change  in 
procedure,  then  it  will,  of  course,  be  essential  for  him  to  assume 
charge  of  it.  It  is  a  mistake,  however,  to  insist  that  all  papers 
and  :^11  routine  pass  over  the  Marketing  Manager's  desk.  A  fea- 
ture of  the  system  is  to  provide  an  ample  corps  of  assistants  who 
can  do  the  routine  work  for  him. 

Thus  the  personnel  of  the  Market  Manager's  office  in  a  me- 
dium-sized concern  would  include  the  following: 

I.  An   Assistant   Marketing   Manager,   who   is   being  trained 
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to  take  the  Marketing-  Manager's  place  eventually,  will  supervise 
many  of  the  routine  duties.  He  will  interpret  many  of  the  reports 
made  by  the  various  departments  and  bring  up  to  his  chief  those 
which  require  his  concentrated  attention.  The  Assistant  Mar- 
keting Manager  will  also  be  prepared  to  take  his  superior's  place 
on  committees  and  in  conferences.  Since,  as  explained  later,  the 
material  for  these  committee  meetings  is  planned  in  advance,  the 
Marketing  Manager  will  know  ahead  of  time  how  important  it  is 
for  him  to  be  present. 

2.  A  Private  Secretary,  fully  conversant  with  the  system  as 
installed,  in  all  its  details,  who  will  see  that  the  necessary  reports 
are  prepared  and  ready  for  the  Marketing  Manager  at  the 
appointed  time.  He  may  also  act  to  transmit  the  assignments  to 
the  various  staff  and  line  departments  which,  as  a  matter  of  form, 
go  through  the  Marketing  Manager's  office. 

3.  Sufficient  stenographers  and  file  clerks  must  be  employed  to 
take  care  of  the  office  work  without  delay. 

There  will  probably  have  to  be  certain  physical  changes  in  the 
floor  layout  of  the  Marketing  Division.  The  regrouping  of 
functions  will  naturally  entail  a  new  arrangement.  The  Market- 
ing Manager  must  have  a  private  office,  preferably  adjoining  the 
general  committee  room.  The  Research  and  Planning  Depart- 
ments should  have  their  own  separate  quarters,  as  they  are 
engaged  in  work  which  requires  concentration  and  seclusion. 
The  Sales  Manager  should  have  a  desk  in  the  same  room  with 
his  men.  Everything  which  would  tend  to  keep  him  apart  from 
his  fellow  workers  should  be  discouraged. 

The  Committee  System. — Control  is  centralized  in  the 
Marketing  Manager,  but  to  exercise  effective  control  it  is  neces- 
sary to  know  at  all  times  what  is  being  done  in  the  Division. 
Part  of  this  information  can  be  derived  from  reports,  but  the 
most  important  part  comes  as  the  result  of  committee  meetings 
and  conferences. 

As  is  pointed  out  by  Oliver  Sheldon,^  committees  are  of  four 
kinds.  The  executive  committee  makes  decisions  upon  matters 
brought  before  it,  but  cannot  act.  The  advisory  committee 
brings  together  certain  individuals  who  can  give  special  guidance. 
The  educative  committee  serves  to  keep  the  staff  notified  of  events 
and  policies.     The  coordinative  committee  is  composed  of  repre- 

^  The  Philosophy  of  Management,  p.  123, 
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sentatives  of  the  various  functions  who  come  together  to  insure 
cooperation  between  themselves. 

As  Sheldon  says,  apropos  of  factory  management,  "A  func- 
tional organization  cannot  operate  without  committees,  such 
committees  being  primarily  of  a  coordinating  nature."  The 
same  statement  holds  true  of  a  functionalized  marketing  organi- 
zation. The  make-up  of  the  majority  of  the  committees  should 
be  determined,  in  so  far  as  possible,  by  function  rather  than  by 
personalities. 

The  larger  the  organization  becomes,  the  greater  is  the  need 
for  coordination.  In  very  large  concerns  the  time  of  the  Market- 
ing Manager  will  largely  be  occupied  with  coordinating  the 
work  of  his  various  departments.  Hence  the  formation  of  com- 
mittees, in  which  the  subjects  for  discussion  are  of  vital  import. 

Theoretically,  the  Marketing  Manager  will  need  no  advisory 
committees,  since  the  head  of  each  department  is  a  specialist  in 
his  own  field.  Nor  will  the  executive  committee  occupy  a  position 
of  much  importance  in  the  work  of  the  Marketing  Division. 
Committees  will  be  mainly  educational  and  coordinative. 

The  idea  of  committees  in  sales  work  is  by  no  means  new. 
For  example,  in  the  organization  of  the  Lever  Brothers  Com- 
pany, of  Cambridge,  Massachusetts,  the  General  Sales  Manager 
and  his  two  Assistant  Sales  Managers  comprise  a  Board  of  Sales 
Planning  and  Strategy,  which  keeps  the  Market  Analysis  and 
Sales  Promotion  Sections  busy  a  great  portion  of  the  time  in  the 
compilation  of  regular  and  special  figures.  In  this  way,  the 
Board  may  operate  with  the  fullest  possible  knowledge  of  the 
general  situation.  It  is  safe  to  say,  however,  that  the  functional 
committee  plan  is  relatively  new,  and  does  not  lie  open  to  the 
objections  so  often  brought  against  the  committee  system  as  it 
works  now. 

There  will,  in  the  Marketing  Division,  be  permanent  and  special 
committees.  The  permanent  committee  will  be  composed  of  the 
heads  of  each  of  the  functional  departments  plus  the  Marketing 
Manager  and  his  assistant.  All  plans  and  policies,  or  changes 
in  organization,  or  important  matters  of  any  kind  which  concern 
the  Division  as  a  whole,  will  be  brought  up  before  this  permanent 
committee,  not  so  much  for  discussion  as  for  purposes  of  an- 
nouncement. In  fact,  unless  some  department  has  a  special 
interest  in  this  change  of  policy  or  other  change,  the  permanent 
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committee  meetings  will  be  in  the  hands  of  the  Marketing  Man- 
ager for  educative  purposes. 

There  may  be  other  permanent  committees  comprising  only 
some  of  the  departments.  Thus  the  planning,  sales,  and  adver- 
tising department  heads  will  constitute  a  special  committee,  meet- 
ing at  appointed  times,  to  discuss  common  problems  and  to  outline 
a  method  of  procedure. 

The  Marketing  Manager  will  exercise  his  control  mainly 
through  conferences.  Thus  he  will  meet  the  heads  of  the  various 
departments  smgly  at  stated  intervals  throughout  the  week,  and 
at  those  times  discuss  their  progress.  In  this  way  he  will  exer- 
cise general  supervision  over  their  activities,  and  can  at  any  time 
call  a  conference  or  committee  meeting  for  discussion  of  some 
particular  point. 

Careful  planning  of  routine  work  will  relieve  the  committee 
meetings  of  much  detail.  But  control  can  become  too  automatic. 
It  is  advisable  to  have  the  department  heads  get  together  at  fre- 
quent intervals  and  to  get  them  accustomed  to  the  idea  of  co- 
operative action.  The  futility  of  much  committee  discussion  as 
it  exists  today  is  largely  eliminated  because  each  department  has 
its  own  clearly  delineated  duties  and  there  can  be  no  excuse  for 
failure  to  carry  out  recommendations  or  orders.  The  head  of 
each  functional  department  is  himself  an  executive. 

Supervision. — Most  marketing  activities  are  conducted  with- 
out sufficient  supervision.  In  fact,  it  is  the  introduction  of 
closer  supervision  and  a  more  adequate  control  which  constitutes 
one  of  the  outstanding  features  of  the  present  system  of  scientific 
marketing.  Under  the  usual  plan,  most  companies,  and  par- 
ticularly the  larger  ones,  do  not  have  men  enough  at  the  head  of 
the  sales  organization  to  carry  on  their  work  to  the  best  advantage. 
The  executives  in  charge  are,  for  the  most  part,  salesmen  who 
have  been  successful  and  who  have  made  their  way  upward 
through  sheer  force.  These  men  may  be  called  good,  all-around 
men,  and,  in  fact,  must  be  such  if  they  are  to  handle  the  usual 
type  of  job. 

The  system  of  scientific  marketing,  however,  assumes  that  it  is 
better  to  have  a  group  of  men  who  are  specialists  than  it  is  to 
have  only  one  man  who  is  an  all-around  man  and  who  is  supposed 
to  be  able  to  handle  every  problem  whiclt  comes  before  him.  The 
group  of  functionalized  executives,  each  in  charge  of  a  special 
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type  of  work,  will  relieve  the  Marketing  Manager  of  detail  and 
leave  him  free  to  take  care  of  the  broader  aspects  of  his  position. 

At  present,  due  to  the  fact  that  their  superiors  are  weighted 
down  with  more  duties  than  they  can  properly  discharge,  the  sales- 
men are  left  free  to  do  much  as  they  like,  little  restraint  being 
put  upon  them  as  long  as  they  bring  back  orders.  Each  salesman 
is  supposed  to  work  out  his  own  salvation,  without  being  in- 
terfered with  or  assisted.  It  was  not  long  ago  that  workmen 
were  in  a  similar  situation,  as  the  result  of  a  similar  condition. 
Each  workman  was  a  craftsman,  and  followed  those  methods 
which  his  individual  experience  had  taught  him  to  be  the  best. 
There  was  little  executive  teaching  or  control.  Modern  pro- 
duction methods  have  changed  all  this  and  standards  have  been 
introduced  whereby  all  workmen  are  supposed  to  follow  what 
has  been  shown  to  be  the  one  best  way.  It  may  be  expected  that 
a  similar  course  of  events  will  take  place  in  the  field  of  marketing. 

It  is  rather  generally  supposed  that  there  should  be  as  few  non- 
producers  as  possible  in  relation  to  producers — that  is,  there 
should  be  as  many  salesmen  and  as  few  men  in  charge  of  them 
as  can  be  managed.  This,  however,  is  not  necessarily  logical. 
Greater  efficiency  can  be  secured  by  having  men  in  the  Planning 
Department  who  can  plot  out  routes  and  prepare  quotas;  men  in 
the  Training  Department  who  can  instruct  in  the  best  methods; 
men  in  the  Research  Department  who  can  formulate  statistics 
as  to  where  the  market  is ;  and  finally,  a  Sales  Manager  who  can 
exercise  strict  and  accurate  supervision. 

Discipline. — The  administration  of  discipline  is  a  difficult 
problem.  The  higher  up  in  an  organization  one  goes,  the  more 
difficult  does  it  become.  In  marketing,  it  is  especially  perplexing, 
not  only  because  the  men,  as  a  rule,  are  of  a  comparatively  high 
type,  but  also  because  they  have  not  been  brought  up  in  a  school 
of  discipline,  and  it  is  hard  for  them  to  become  used  to  it. 

Furthermore,  the  members  of  the  personnel  to  whom  discipline 
is  particularly  irksome  are  likely  to  be  those  who,  on  account  of 
other  qualities,  are  unusually  valuable.  Behind  the  attitude  of 
such  men  towards  the  disciplinarian  always  lurks  a  latent  threat 
that  if  they  are  goaded  too  far  they  will  leave  the  company  and 
go  to  some  organization  where  their  efforts  will  be  better  appre- 
ciated. 

Under  the  scientific  system  of  marketing,  the  Sales  Manager 
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no  longer  has  in  his  own  hands  the  power  of  discharge  or  other 
disciplinary  weapon.  It  has  always  been  his  tendency  to  excuse 
any  overstepping  of  rules  if  the  end  results  were  good.  These 
principles,  nevertheless,  have  been  formulated  with  one  purpose 
in  mind,  that  of  objectivity  of  demand,  and  it  is  essential  that 
they  should  not  be  transgressed. 

As  far  as  the  sales  force  is  concerned,  discharge  becomes  almost 
an  automatic  action.  The  salesman  is  trained,  is  placed  in  a 
territory  with  known  potentialities,  and  recjuired  to  fulfill  a  quota 
which  is  within  the  ability  of  a  first-class  man.  If  he  does  not 
succeed  in  meeting  his  quota  requirements  after  being  given  a 
reasonable  trial,  there  are  two  courses  open.  Either  he  can  be 
discharged  summarily,  or  he  can  be  shifted  to  one  of  the  other 
departments  in  the  Marketing  Division. 

While  the  Sales  Manager  cannot  discharge  any  member  of  his 
department  his  recommendation,  in  practice,  is  ordinarily 
sufficient  to  remove  the  individual  in  question.  It  proves  fatal 
to  harmony  to  have  the  Sales  Manager  at  odds  with  any  of  his 
force,  no  matter  how  good  a  record  the  man  may  have.  In  such 
a  case,  the  man  may  sometimes  be  transferred  to  another  depart- 
ment. Such  cases,  however,  should  occur  rarely,  since  one  of 
the  Sales  Manager's  outstanding  attributes  should  be  his  ability 
to  get  on  with  his  men. 

The  policy  of  keeping  the  salesman  fully  informed  as  to  his 
progress  makes  liim  aware  of  whether  he  is  doing  well  or  ill. 
Reproof,  criticism,  commendation,  and  praise  will  be  distributed 
impartially  on  the  basis  of  accomplishment. 

Kemuneration. — Any  plan  of  management  which  can  be 
dignified  by  the  word  ''scientific"  must  make  suitable  provision 
for  the  remuneration  of  employees.  The  system  of  scientific 
marketing  outlined  in  this  book  assumes  as  axiomatic  that  a  high 
rate  of  remuneration  to  the  marketing  force  is  not  inconsistent 
with  a  low  marketing  cost  per  unit  of  goods  sold. 

By  ''high  remuneration"  is  meant  high  compared  with  that 
prevailing  for  work  of  the  general  nature  in  hand.  Men  who 
had  previously  engaged  in  miscellaneous  sales  work  may  now  be 
better  paid  as  a  result  of  engaging  in  a  more  specialized  market- 
ing duty.  The  lowering  of  marketing  costs  automatically  results 
from  relieving  the  higher  paid  man  of  details,  these  being  dele- 
gated to  less  experienced  men,  who  receive  a  lower  rate. 
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The  delegation  of  details  to  the  less  experienced  men  is  not  al- 
ways easy  at  first.  It  usually  appears  that  the  higher-priced  man  is 
wasting  valuable  time  in  explaining  to  his  assistants  the  method 
of  handling  trivial  matters.  There  is  in  reality,  however,  a  gain 
here,  because  a  process  of  education  is  going  on  whereby  the 
more  experienced  man  is  broadening  himself  through  the  process 
of  teaching,  while  the  inexperienced  man  is  gaining  useful  knowl- 
edge. The  whole  plan  makes  for  a  progressive  group  in  which 
the  younger  members  are  being  trained  to  take  the  place  of  their 
superiors,  the  latter  thus  being  released  for  still  higher  duties. 

With  respect  to  personnel  generally,  the  following  policies  are 
fundamental : 

1.  Each  member  of  the  Marketing  Division  should  be  given 
the  highest  grade  of  w^ork  for  which  he  is  fitted. 

2.  Each  member  should  be  expected  to  turn  out  the  maximum 
amount  of  work  which  can  be  expected  of  a  high-grade  man  in 
his  job. 

3.  Each  member  should  be  paid  an  increased  amount  of  re- 
muneration, proportionate  to  the  results  which  he  obtains  as 
compared  with  those  of  an  average  man. 

Methods  of  Remuneration. — In  general,  any  method  of  re- 
muneration will  necessarily  be  dependent  upon  the  marketing 
objectives  and  policies  of  the  company.  If  mere  sales  volume 
is  the  sole  marketing  objective,  then  the  more  usual  forms  of 
remuneration  will  be  adequate;  but  if  other  policies  are  adopted, 
it  will  be  necessary  to  devise  a  different  incentive  plan. 

Fig.  20  gives  a  tabulation  of  the  ordinary  methods  of  com- 
pensation, together  with  the  advantages  and  disadvantages  of  the 
straight  salary  and  commission  forms  of  payment.  Under  a 
straight  salary  plan,  where  a  uniform  rate  is  paid,  the  tendency 
is  for  the  better  men  to  slow  down  gradually  to  the  standards 
of  the  poorer  and  less  efficient  men.  On  the  other  hand,  straight 
commission  plans  put  a  premium  simply  upon  quantity  sales,  and 
this,  as  has  been  shown,  is  undesirable. 

As  in  the  case  of  other  marketing  endeavors,  there  has  been 
steady,  although  empirical,  progress  in  devising  methods  of 
remuneration  which  will  at  the  same  time  provide  the  greatest 
incentive  to  the  salesman,  and  give  the  company  the  largest 
degree  of  control.  It  is  not  only  the  amount  of  the  remuneration 
that  counts,   but   also  the   wav   in   which   it   is   awarded.      For 


METHODS  OF  COMPENSATION 
I. — By  Salary 

Advantages  of  This  Method: 

a.  Secures  adherence  to  sales  principles  of  the  house. 

b.  Allows  for  proper  degree  of  development  of  missionary  work. 

c.  Easy  to  compute. 

d.  Has  authority  of  long  usage. 

e.  Leaves  the  house   free  to  transfer  salesmen  to  other   territories. 

Disadvantages  of  Method: 

a.  It   is   claimed   that   salesmen   grow   dissatisfied    unless    salaries    are    fre- 
quently raised. 

b.  Does  not  bring  forth  the  best  that  is  in  salesmen. 

II. — By  Commission 

Advantages: 

a.  Compensation  measured  directly  by  results. 

b.  Risk  and  responsibility  placed  upon  salesmen. 

c.  Salesmen   stimulated   to  harder   work. 

Disadvan  tages : 

a.  Relation  of  salesmen  to  house  apt  to  be  distant. 

b.  Encourages  overselling  to  the  neglect  of  service  and  missionary  work — 
calling  on  prospects. 

c.  Too  much  earned  by  salesmen  in  periods  of  prosperity ;  too  little  in  times 
of  depression. 

d.  Difficult  to  determine  proper  rate  of  commission. 

Variations  in  Method: 

a.  Straight  commission — a  fixed  percentage  paid  on  all  sales. 

b.  Sliding   commission — commission   percentages   increased  as   definite  sales 
totals  are  reached. 

c.  Group  commission — merchandise  is  divided  into  groups,  each  carrying  a 
different  rate  of  commission. 

d.  Commission  and  drawing  account — either  guaranteed  or  applied  against 
earnings. 

e.  Salary  and  commission  on  sales  over  quota. 

HI. — The  Bonus  and  Other  Additional  Rewards 
IV. — Analysis  of  the  Task — The  Point  System 


Figure  20.  Tabi:lation  of  Methods  of  Compensation 
Both  the  straight  salary  and  the  commission  methods  of  remuneration  are 
open  to  grave  objections.  While  the  specific  problems  of  individual  companies 
will  exercise  much  influence,  the  trend  is  and  should  be  toward  a  form  of 
remuneration  which  will  be  based  upon  accomplishment,  giving  rewards  for 
extra  effort  and   penalties   for   slovenly  performance. 

— Policyholders'    Service    Bureau,    Metropolitan    Life 
Insurance  Company,   New  York. 


THE  CONTROL  OF  SCIENTIFIC  MARKETING      137 

example,  a  straight  salary  and  the  amount  earned  under  a  point 
system  may  be  identical,  yet  the  satisfaction  to  the  salesman  in 
the  latter  case  should  be  far  greater,  while  at  the  same  time  he  is 
spurred  to  put  forth  his  best  efforts. 

According  to  the  Policyholders'  Service  Bureau  of  the 
Metropolitan  Life  Insurance  Company,  which  made  a  careful 
survey  of  the  methods  of  compensating  salesmen  in  manufac- 
turing and  wholesale  establishments,  there  are  five  elements  in  a 
good  system  of  compensation : 

1.  A  subsistence  salary. 

2.  A  commission  for  sales  above  a  set  quota,  such  commission 
to  be  graded  by  the  net  profits  to  be  realized. 

3.  Bonuses  for  unusually  good  performance — the  bonus  for 
reductions  in  selling  expenses  being  of  timely  importance. 

4.  Penalties  for  slovenly  performances. 

5.  A  money  equivalent  for  all  services  the  salesman  renders. 

It  is  not  to  be  expected  that  the  task  and  bonus  system,  or  the 
point  system,  will  at  once  supersede  all  other  forms.  The  dif- 
ficulties in  the  way  of  preparing  a  system  are  sometimes  hard  to 
overcome.  In  a  scientific  system  of  marketing,  however,  it  is 
essential,  as  stated  previously,  that  the  worker  should  be  paid  in 
accordance  with  his  accomplishment. 

Fig.  21  shows  how  a  point  system  might  operate  under  work- 
ing conditions.  It  is  important,  however,  that  the  system  be 
made  as  simple  as  possible,  both  to  simplify  accounting  tasks  and 
to  prevent  annoying  the  salesman  with  too  many  petty  details. 

Promotion. — One  difficulty  with  which  the  management 
will  be  faced  is  that  of  losing  some  of  its  best  men  to  competitors 
and  to  others  who  offer  high  inducements  in  order  to  recruit 
men  trained  in  methods  of  scientific  marketing.  There  is  such  a 
dearth  of  these  men  that  salaries  are  often  offered  out  of  all 
proportion   to   a   candidate's    intrinsic   value. 

Probably  the  best  way  to  deal  with  this  situation  is  to  permit 
men  to  move  on  to  better  positions  and  even  to  assist  them  in 
their  advancement,  if  as  a  result  they  are  likely  to  be  benefited. 
A  basic  feature  of  scientific  marketing  is  that  of  furthering  the 
interests  of  the  employees.  This  policy,  although  it  may  fre- 
quently interfere  with  operations,  has,  in  the  end,  a  beneficial 
effect.  For  every  man  who  is  lost  to  outside  concerns  there 
will  be  other  applicants   for  his  job,  who,   realizing  the  oppor- 


1.  For  mere  presence  on  the  job,  a 
nominal  salary  at  a  uniform  rate 
for  every  man,  young  or  old,  new 
or  seasoned. 

2.  Bonuses  for  current  performance 
say, 

3.  For  each  day  actually  out  on  ter- 
ritory. 

4.  For  each  card  report  of  call 
promptly  mailed. 

5.  For  each  order  personally  taken 
— any  size — any  line. 

6.  For  new  customer  order  person- 
ally  taken — any   size — any   line. 

7.  Bonus  for  annual  sales  in  terri- 
tory assigned,  direct  and  indirect, 
as  related  to  established  quotas 
by  lines,  which  rate  might  vary  for 
different  lines  if  margin  of  profit 
or  sales  resistance  was  radically 
different. 

8.  On  each  line  as  soon  as  some 
mark,  say  60  per  cent  or  80  per 
cent  of  quota  therein  is  reached. 

9.  When  100  per  cent  of  quota  on 
any  line. 

10.  When  100  per  cent  of  quotas  on 
all   lines. 

11.  Following  one  aspect  of  merit 
systems,  used  in  railroad  opera- 
tion, set  up  a  conditional  credit 
of  perhaps  200  points  as  a  basis 
for  recognizing  carefulness,  loy- 
alty and  industry.  Charge  de- 
merits by  points  against  this,  for 
example : 

12.  Violation  of   instructions. 

13.  Wrong  routings. 

14.  Bad  contracts. 

15.  Incorrect  instructions  on  order. 

16.  Bonus  for  each  point  remaining 
at  end   of   year. 

17.  A  system  of  merit  marks  can  be 
gradually  developed  to  care  for 
services  of  a  voluntary  nature,  in 
the  main,    which    can   not   readily 


be  given  positive  valuation  like 
the  routine,  required  work  of  the 
field  men.  These  serve  as  an  off- 
set against  demerits  which  reduce 
the  original  grant  of  200  points. 
Typical  examples  of  such  services 
are : 

18.  Report  of  tested  successful  meth- 
od of  securing  interested  atten- 
tion. 

19.  Successful  method  of  meeting 
specific  objections  from  buyers. 

20.  Successful  method  of  closing 
some   type  of   order. 

21.  Method  of  reducing  or  eliminat- 
ing some  sort  of  expense. 

22.  Constructive  suggestion  for  chang- 
ing package  to  please  more 
dealers. 

23.  New  type  of  prospective  buyers 
found  for  some  line  and  definitely 
reported. 

24.  New  use  for  product  reported. 

25.  Forestalling  loss  of  money  because 
of  change  in  credit  standing  of 
debtor. 

26.  Any  unique  display  of  initiative 
for  the  benefit  of   the  house. 

I.  $30   per   week    (or  $20), 

3.  $1    per  day. 

4.  Say   10  cents  each. 

5.  Say    50    cents    each. 

6.  Say  $1   each. 

8.  One  per  cent. 

9.  i^   per  cent. 
10.  ij^   per  cent. 

12.  I   to    10  points. 

13.  I  to  3  points. 

14.  5  to  50  points. 

15.  2  to  20  points. 

16.  $1  each. 

18  to  20.     3  to   10  points. 

21.  10  to  50  points. 

22  to  26.    5  points  and  up. 


Figure  21.     Activities  for  Which   Credit  May   Be  Given   Under   Point 

System 

A  careful  analysis  must  be  made  in  each  case  to  determine  what  activities 
shall  be  given  point  values  and  the  number  of  merits  or  demerits  to  be  assigned 
to  each.  These  points  must  be  set  to  secure  a  reasonable  uniformity  of  re- 
mun«iration  among  the  individuals  in  the  group. 

(Sales  Management) 
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tunities  for  advancement,  will  bend  their  efforts  to  give  the 
best  service  of  which  they  are  capable. 

The  Marketing  Division  should  be  run  on  a  basis  of  promoting 
men  as  rapidly  as  possible.  Hence  it  must  be  expected  that  the 
best  men  in  it  will  eventually  leave  in  order  to  fill  higher  jobs. 

In  recognition  of  the  potency  of  promotion  as  an  incentive 
for  greater  effort,  the  promotional  possibilities  of  every  job 
should  be  outlined  or  charted.  By  establishing  a  definite  path  of 
promotion,  as  from  the  Research  Department,  through  the  Plan- 
ning Department,  to  the  Sales  Department,  each  employee  knows 
what  steps  he  must  go  through  before  he  is  ready  to  assume 
executive  responsibility. 

Another  basic  factor  in  promotion  is  that  it  should  be  based 
entirely  upon  merit.  The  policy  of  promoting  men  according 
to  the  length  of  time  they  have  served  is  essentially  wasteful. 
It  is  especially  vicious  in  that  it  discourages  the  younger  and 
more  ambitious  members  of  the  organization,  who  feel  that 
there  is  no  future  for  them  under  such  conditions  and  seek 
employment  elsewhere.  Promotion,  therefore,  in  the  scientific 
system  of  marketing,  is  based  upon  records  of  accomplishment. 

Holding  to  the  Organization  Plan. — It  is  common  for 
executives  to  say  that  they  do  not  believe  in  organization  charts 
or  any  formal  methods  of  organizing,  on  the  grounds  that  an 
organization  is  determined  by  the  capacities  or  incapacities  of 
those  who  compose  it.  This  is  admitting  that  a  policy  prevails 
of  giving  to  each  man  that  duty  which  he  is  capable  of  perform- 
ing and  of  providing  elsewhere  for  any  function  which  he  is 
incapable  of  carrying  out.  In  other  words,  the  organization 
merely  conforms  to  the  idiosyncrasies  of  the  personnel. 

Although  in  practice  it  is  necessary  to  make  any  plan  of 
organization  to  some  extent  elastic,  for  the  reason  just  stated, 
yet  it  is  absurd  not  to  have  a  general  plan  of  organization  wdiich 
is  held  up  as  the  desired  one.  Any  other  procedure  would  be 
like  doing  away  with  blueprints  and  drawings  on  the  principle 
that  when  the  materials  came  into  the  shop  they  might  not 
prove  to  be  what  was  specified. 

The  manager  who  contends  that  he  must  shape  his  organiza- 
tion to  fit  his  personnel  thereby  admits  his  weakness  as  an  exe- 
cutive. It  is  like  saying:  ''Strictly  speaking,  there  is  such-and- 
such  a  job  to  be  done;  bu^  I  cannot  find  the  right  man  to  do 
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it.'*  Or,  "Smith  is  the  man  who  is  supposed  to  do  this  job, 
but  he  is  doing  something  that  he  is  not  supposed  to  do,  and 
I  cannot  control  him." 

The  principle  which  should  be  adhered  to  is  that  of  insisting 
on  a-  clearly  defined  form  of  organization,  having  this  set  up 
before  all  concerned  and  making  the  personnel  conform  to  it, 
with,  of  course,  a  reasonable  degree  of  latitude.  The  day  is 
gone  when  the  man  is  greater  than  the  system.  With  present- 
day  large-scale  operations,  it  is  essential  that  organization  be 
put  before  personality. 

While  it  is  not  uncommon  to  obtain  good  results  from  scien- 
tific marketing  after  the  preliminary  steps  of  installation  have 
been  taken,  and  at  a  fairly  early  moment  to  reach  a  basis  of 
ef^ciency  which  is  satisfactory,  there  is  always  danger  that  the 
new  organization  will  not  keep  up  to  this  level  and  that  it  will 
slip  back  again  into  the  old  ways.  It  requires  unusual  executive 
ability  to  maintain  a  constant  high  level  of  accomplishment. 
Once  the  organization  has  become  established,  the  greatest  prob- 
lem is  that  of  finding  and  keeping  a  man  capable  of  doing  this. 

There  are,  of  course,  numerous  expedients  for  preventing  a 
relapse  to  lower  standards.  One  of  the  most  effective  of  these 
is  that  vv^hereby  the  employee  suffers  loss  of  pay  commensurate 
with  reduction  in  his  accomplishment.  Accordingly,  it  is  all  the 
more  advisable  to  introduce  some  connection  between  accom- 
plishment and  remuneration  as  soon  as  feasible  and  while  every- 
one is  enthusiastic. 

In  addition  to  those  touched  upon  in  this  chapter,  there  are 
ways  and  means  of  control  which  may  be  counted  upon  to 
maintain  performance  at  a  consistently  high  pitch.  Accounting 
is  one  of  these.  This,  and  others,  will  be  discussed  in  the  next 
section  of  the  book. 


PART  V 

DEPARTMENTIZATION  OF 
MARKETING  ACTIVITIES 

Chapter  X.  Market  Research 

Chapter  XL  Marketing  Planning 

Chapter  XII.        Marketing  Training 
Chapter  XIIL      Selling 
Chapter  XIV.      Advertising 
Chapter  XV.        Service 
Chapter  XVI.      Credits 
Chapter  XVII.     Marketing  Accounting 
Chapter  XVIII.  Departmentization  of  the  Secondary 

Marketing  Functions 

This  section  of  the  book  describes  the 
details  of  a  system,  and  their  specific 
applications,  from  both  a  theoretical 
and  an  actual  viewpoint.  Hozv  scien- 
tific principles  should  be  applied,  and 
how  they  are  being  applied,  are  de- 
scribed. Since  a  basic  assumption  of 
this  book  is  the  idea  of  functionaliza- 
tion,  the  chapters  have  been  made  to 
conform  to  certain  important  functions 
into  which  marketing  activities  can  be 
divided. 


CHAPTER  X 
MARKET   RESEARCH 

The  purpose  of  market  research  is  to  give  a  picture  of  the 
entire  marketing  situation.  Its  function  ends  with  the  supply- 
ing of  data  in  tangible  and  usable  form.  It  does  nothing  with 
these  data,  because  this  latter  function  belongs  to  the  Planning 
Department.  The  two  departments  are  not  combined,  for  the 
same  reason  that  production  and  inspection  are  not  combined 
in  the  factory.     One  serves  as  a  check  upon  the  other. 

Market  research  may  be  divided  into  three  sub-functions :  first, 
the  gathering  of  data;  second,  their  organization;  and  third, 
their  preservation  in  available  form  for  use  by  the  planning  and 
other  departments.     (See  Fig.  22). 

The  gathering  of  data  covers  a  broad  field.  It  starts  with 
the  facts  relating  to  the  product  itself,  specializes  on  market 
information  concerning  consumer,  customer,  and  credits,  includes 
distribution  figures,  and  makes  a  statistical  study  of  sales  and 
sales  efforts. 

The  organizing  of  data  takes  in  the  several  processes  of 
analysis  and  comparison,  interpretation,  and  verification.  It  will 
also  include  forecasts  of  a  statistical  and  routine  nature,  such  as 
customers'  requirements  for  the  coming  year.  The  statistical 
summaries  are  then  handed  on  to  the  Planning  Department. 

The  preservation  and  dispersal  of  data  results  from  the  fun- 
damental character  of  the  Research  Department  as  the  supply 
house  of  all  information  and  facts  concerning  the  market.  It 
will  naturally,  therefore,  keep  the  market  records,  files  of  the 
reports  and  analyses  made,  and  will  have  in  its  charge  the  library. 
The  library  is,  in  fact,  the  heart  of  the  Department. 

Market  analysis  is  no  longer  a  fad.  Although  perhaps  less 
widely  discussed  than  formerly,  it  has  become  recognized  as 
valuable  by  that  contingent  which  may  be  known  as  the  ''select 
few."     These  companies  have  regularly  organized  market  analy- 
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Figure  22.    Functions  of  the  Market  Research  Department 
This   is  not   an  organization  chart,   but   is   intended  merely  to   indicate  the 
more  important  functions  which  must  be  performed  by  this  department.     The 
actual  set-up  will  depend  upon  the  nature  of   the  work  to  be  done,  the  size 
of    the   department,   and    the   qualifications   of    the   available    personnel. 
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sis  departments,  employing  as  many  as  eight  or  ten  men,  and 
in  some  cases  more. 

Present  Practice. — Although  market  research  is  a  recog- 
nized function,  there  is  no  standard  method  of  taking  care  of  it 
by  the  companies  which  use  it.  Nor  is  there  any  standard  for 
the  duties  which  this  department  of  marketing  should  perform. 
The  Elliott-Fisher  Company  sets  up  a  special  ''Sales  Statistical 
Division."  See  Fig.  23.  In  practice,  market  research  is  handled 
by  the  Sales  or  Advertising  Department,  the  advertising  agency, 
the  Statistical  Department,  or  perhaps  the  Sales  Development 
or  Promotion  Department.  This  at  once  betokens  some  con- 
fusion as  to  the  exact  nature  of  the  function. 

To  have  market  analysis  carried  on  by  the  Advertising  De- 
partment or  agency  is  hardly  a  logical  proceeding.  Advertising 
is  but  a  part  of  the  market  process,  and  often  an  overbalanced 
part.  Such  large  firms  as  the  Bon  Ami  Company,  however, 
intrust  their  market  analysis  work  to  their  advertising  agency. 
The  Goulds  Manufacturing  Company  use  their  agency  for  this 
purpose,  assisted  by  their  own  advertising  and  sales  promotion 
manager.  The  California  Fruit  Growers'  Exchange  has  market 
analysis  conducted  by  its  Advertising  Department  in  the  course 
of  its  work. 

Sales  research  and  market  analysis  in  the  Eastman  Kodak 
Company  is  carried  on  by  the  Statistical  Department.  Its  prov- 
ince is  merely  advisory,  since  its  reports  are  submitted  to  the 
Sales  Department  for  action.  The  American  Radiator  Company 
divides  sales  research  into  statistical  sales  research,  handled  by 
the  Sales  Research  Department,  and  market  or  field  survey 
handled  by  the  Sales  Promotional  and  Field  Supervision  De- 
partments. All  of  these  activities,  however,  are  under  the  Sales 
Manager. 

Some  firms  get  what  market  statistics  they  need  from  outside 
sources,  such  as  organizations  to  which  they  belong.  Other 
firms,  such  as  the  Bassick  Manufacturing  Company,  supplement 
such  information  with  research  activities  of  the  sales  organiza- 
tion itself. 

The  Proper  Form  of  Organization. — The  IMarket  Re- 
search Department  is  probably  one  of  the  most  difficult  to  or- 
ganize in  the  Marketing  Division,  partly  because  market  research 
is  not  widely  understood,  and  partly  because  the  type  of  man 
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Figure  23.    Sales  Research  in  the  Elliott-Fisher  Company 

Here,  the  activities  of  the  research  department,  or  "Sales  Statistical  Divi- 
sion," is  extensive,  embracing  some  functions  which  under  the  system  of 
scientific  marketing  would  be  assigned  to  other  departments.  It  is  note- 
worthy that  this  division  is  accountable  to  the  Sales  Manager,  rather  than  to 
the  Vice-President  in  Charge  of  Sales,  the  individual  most  nearly  analogous 
to  the  Marketing  Manager. 

^Metropolitan    Life    Insurance    Co.) 
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required  for  it  is  not  readily  found.  The  chief  trouble  conies 
during  the  first  year.  After  that  time,  the  department  begins 
to  get  a  clear  conception  of  its  duties,  and  the  rest  of  the  company's 
organization  begins  to  comprehend  what  market  analysis  is. 

It  is,  of  course,  possible  to  have  market  research  work  done 
by  an  outside  organization.  Advertising  agencies  frequently  en- 
gage in  market  research,  and  some  of  them  do  it  well.  There 
are  also  various  consultants  who  conduct  market  research.  The 
advantage  of  engaging  outside  help  is  that  it  ought  to  be  expert, 
unbiased,  prompt,  and  quickly  result ful.  But,  although  it  may 
be  well  to  retain  the  services  of  outside  counsel,  which  will  advise 
as  to  the  conduct  of  market  analysis  activities  properly  at  the 
start,  it  is  doubtful  whether  the  actual  operation  of  such  a  de- 
partment ought  to  be  intrusted  to  outsiders,  except  in  emergencies, 
or  for  some  special  investigation,  or  for  the  purpose  of  putting 
the  marketing  organization  on  a  scientific  basis. 

There  are,  of  course,  times  when  an  outside  marketing  coun- 
selor can  get  quicker,  or  better,  or  more  unbiased  results.  An 
organization  such  as  that  of  R.  O.  Eastman,  Inc.,  with  its  trained 
investigators,  can  cover  the  country  and  bring  back  results  in  a 
very  short  space  of  time,  and  this  may  be  a  highly  desirable 
step.  Again,  the  outside  counselor  is  useful  in  organizing  market 
research  and  in  advising  as  to  its  direction.  Thirdly,  the  outside 
organization  will  always  be  of  use  where  new  developments  must 
suddenly  be  undertaken,  especially  by  a  small  company. 

In  the  ideal  plan  of  scientific  marketing,  a  market  analysis 
should  and  must  constitute  an  integral  part  of  the  Marketing 
Division,  functioning  in  daily  contact  with  its  other  departments, 
never  relinquishing  its  studies,  and  performing  its  primary  and 
always  continuous  function  of  giving  the  management  an  ade- 
quate reflection  of  the  status  of  its  market. 

Although  the  term  ''Market  Research  Department"  sounds  for- 
midable, it  should  in  reality  require  the  services  of  comparatively 
few  men.  In  the  beginning,  to  be  sure,  a  larger  force  will  be 
necessary  in  order  to  build  up  the  sources  of  marketing  data  which 
serve  as  the  pivot  of  all  market  analysis  operations. 

The  setting  up  of  a  department  of  this  sort  presents  certain 
organization  problems.  Under  the  classic  system,  the  sales  man- 
ager is  one  of  the  leading  officials  of  the  establishment.  In  fact, 
the  position  of  sales  manager  is,  in  some  respects,  of  increasing 
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importance.  If  this  officer's  conception  of  his  duty  is  merely  to 
take  charge  of  sales  activities,  the  problem  of  how  to  provide 
for  the  other  marketing  functions  becomes  difficult. 

Faced  w^ith  a  situation  of  this  sort,  the  president  of  one  com- 
pany determined,  despite  the  obstructionism  of  his  sales  manager, 
to  install  a  market  analysis  department,  making  it  accountable 
directly  to  himself  and  in  no  w^ay  responsible  to  the  sales  manager. 
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Figure  24.    Organization  of  a  Marketing  Research  Department 

This  plan  was  that  of  a  large  company  selling  a  personal  service.  One 
important  branch  of  its  work  was  to  obtain  current  data,  largely  of  a  statistical 
character,  for  clients.  The  "Routine  Section,"  shown  at  the  left,  was  for  this 
purpose.  Another  function  was  that  of  making  special  studies  in  various 
fields,  mainly  with  a  view  to  obtaining  new  business  and  building  up  material 
for  campaigns.  The  "Special  Assignment  Section"  (at  the  right)  makes 
provision  for  this. 

This  is  an  example  of  a  set-up  which  was  made  with  the  frank  purpose  of 
conforming  to  the  personnel  available.  In  the  beginning,  the  heads  of  the  two 
"sections"  reported  directly  to  an  officer  of  the  company,  the  plan  being 
to  appoint  one  or  the  other  of  them  eventually  to  the  position  of  Research 
Director. 


This  move,  however,  should  be  considered  one  of  expediency 
rather  than  as  a  model.  Under  the  ideal  plan,  the  Market  Research 
Department  would  report  to  the  Marketing  Manager.  Fig.  24 
illustrates  the  organization  plan  of  the  Research  Department  of 
a  concern  which  sells  services. 

The  Director  of  Research. — The  first  step  in  preparing  for 
market  analysis  is  to  obtain  as  manager  the  best  man  available. 
This  man  should  have  a  clear  conception  of  what  market  re- 
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search  means  and  what  place  it  will  and  should  have  in  the  com- 
pany's endeavor.  He  must  know  how  to  give  the  movement 
the  initial  impetus  which,  in  many  cases  in  the  past,  has  been 
almost  impossible  to  obtain. 

The  man  in  charge  of  this  department  should  have  the 
analytical  type  of  mind;  yet  he  must  be  thoroughly  acquainted 
w^ith  marketing  practice  and  with  the  technique  of  market  re- 
search. Finally,  he  must  be  a  good  organization  man.  It  is  hard 
to  find  anyone  capable  of  fulfilling  the  last  of  these  requirements, 
but  it  is  of  the  highest  importance,  for  the  reason  that  the  man 
in  this  position  will  inevitably  be  considered  a  taskmaster,  and 
hence  likely  to  be  looked  upon  with  small  favor,  particularly  in 
those  organizations  where  market  analysis  is  not  yet  thoroughly 
understood. 

The  manager  of  the  Market  Research  Department  is  perhaps 
in  a  stronger  position  if  he  is  not  taken  from  the  company's  sales 
force.  It  has  been  found  in  some  cases  better  to  hire  an  outsider 
who,  although  well  qualified  for  his  job,  has  a  position  of  no 
personal  and  political  significance  within  the  company,  and  can- 
not, therefore,  be  criticized  as  a  graduate  of  the  Sales  Depart- 
ment would  be.  An  engineer  is  a  good  man  to  hire  for  this  task, 
but  engineering  alone  is  not  sufficient  background  to  enable  any- 
one to  handle  it  satisfactorily.  He  should  have  in  addition  some 
training  in  marketing  practice,  psychology,  and  statistics. 

If  the  expense  is  not  prohibitive,  a  man  with  experience  in 
handling  men  is  desirable  for  this  position,  since  the  Market  Re- 
search Department  can  be  developed  into  an  excellent  school. 
New  men  coming  into  the  company  after  they  have  mastered  the 
problems  surrounding  the  product  and  its  manufacture  may  well 
be  tried  out  in  this  department,  provided  they  have  the  necessary 
training  and  viewpoint.  Sales  experience  is  not  necessary  for 
work  of  this  sort,  nor  is  it  necessarily  desirable,  but  the  ability  to 
meet  men  and  to  obtain  information  from  them  is  essential. 

To  sum  up,  the  Research  Director  must  be  a  clear  and  accurate 
thinker,  be  possessed  of  initiative  and  enthusiasm,  have  a  w^orking 
knowledge  of  research  technique,  be  able  to  handle  his  own  de- 
partment in  executive  fashion,  and  be  able  to  coordinate  his  work 
with  that  of  the  other  departments. 

The  Personnel. — As  can  be  seen  by  a  glance  at  the  func- 
tional chart  (Fig.  22),  the  activities  of  the  Market  Research  De- 
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partment  are  two-sided.  On  the  one  hand,  it  must  go  into  the 
field  and  collect  the  information;  on  the  other  it  must  classify, 
organize,  and  prepare  it  for  use.  Thus  the  department  will  have 
a  field  section  and  a  home  section,  both  of  which  should  work  in 
close  harmony. 

The  field  section  would  be  made  up  of  the  collectors  of  in- 
formation, whoever  they  may  be.  The  large  company  should 
have  its  own  force  of  field  men;  the  smaller  company  may  utilize 
the  junior  salesmen  as  field  men;  other  companies  may  use  the 
field  service  as  a  definite  part  of  the  training  program  for  sales- 
men. While  some  companies  use  the  salesmen  themselves  as 
gatherers  of  information,  this  practice  should  be  discouraged, 
since  it  interferes  with  the  primary  sales  activities. 

A  single  correspondent  is  sometimes  given  the  job  of  taking 
care  of  questionnaires  and  other  paper  work  connected  with  the 
field  force. 

In  the  home  section,  a  comparatively  small  organization  is 
sufficient.  In  the  first  place,  there  must  be  a  librarian,  responsible 
for  all  the  files  of  the  department  as  w^ell  as  printed  information. 
To  assist  her  she  may  require  a  file  clerk.  In  the  second  place, 
there  must  be  a  statistician,  who  should  know  business  principles 
as  well  as  the  statistical  method.  He  should  be  able  to  employ 
graphics,  and  furthermore  should  be  able  to  explain  his  statistical 
computations  in  a  manner  comprehensible  to  the  average  business 
man. 

The  Director  of  Research  normally  writes  his  own  reports  on 
the  basis  of  the  material  gathered  and  tabulated  by  his  sub- 
ordinates. 

Where  the  Market  Research  Department  is  used  for  training 
purposes,  a  good  plan  is  to  let  the  younger  man  travel  with  the 
older  man  for  a  certain  period  of  time,  while  doing  field  work. 
Although  it  may  be  more  expensive  to  operate  this  way,  yet 
somewhat  better  results  may  be  obtained  and  in  a  shorter  period 
of  time,  because  the  young  man  is  able  to  make  field  notes  and  to 
take  care  of  the  numerous  data  connected  with  this  sort  of  work. 

In  the  beginning  it  is  usually  necessary  to  obtain  information 
from  customers  and  from  the  trade  by  means  of  personal  in- 
terviews, but  after  this  has  been  done  for  a  sufficient  length  of 
time  a  great  deal  of  the  same  sort  of  material  can  be  obtained 
by  correspondence.     This  desirable  condition  of  affairs  may,  in 
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fact,  be  expected  to  occur  as  soon  as  the  purpose  of  the  market 
research  activities  is  understood  throughout  the  field  which  is 
being  covered. 

In  setting  up  a  department  of  this  sort,  it  is  of  course  impor- 
tant to  make  plain  to  those  from  whom  information  is  con- 
stantly sought  that  the  activities  of  the  department  will  redound 
to  the  benefit  of  the  industry  in  general.  Often  the  Market  Re- 
search Department  can,  without  injury  to  itself,  supply  other 
companies  with  data  of  great  value,  and  when  this  is  understood 
the  task  of  obtaining  information  is  easier,  and  hence  a  smaller 
force  will  be  required. 

Coordination  with  Other  Departments. — The  Market  Re- 
search Department  must  work  in  closest  touch  with  all  other 
departments  in  the  Marketing  Division.  It  will  furnish  the  Sales 
and  Advertising  Departments  data  on  which  to  make  up  their 
campaigns.  It  will  supply  the  Planning  Department  material  for 
scientific  planning.  In  many  cases  it  will  disclose  the  lines  along 
which  special  training  effort  should  be  exerted. 

Coordination  will  not  be  secured  without  some  friction  in  many 
cases.  It  is  quite  common,  for  example,  for  a  salesman  to  look 
upon  market  analysis  activities  as  a  spying  system.  Especially 
where  branch  managers  are  concerned  is  tact  necessary.  While 
their  attitude  will  be  outwardly  friendly,  they  will,  as  a  rule,  make 
it  plain  that  they  are  not  convinced  of  the  value  of  market  analysis. 
The  only  remedy  is  to  explain  the  situation,  to  show  the  value  of 
the  work  to  the  whole  organization  and  especially  to  the  Sales 
Department,  and  to  correct  any  wrong  impressions  they  may  have 
received. 

In  general,  the  Sales  Department  should  be  kept  advised  of 
the  activities  of  the  Market  Analysis  Department  in  the  field. 
The  morale  of  the  salesmen  may  be  impaired  if  they  feel  they  are 
becoming  supernumeraries.  Similarly,  branch  managers  may  well 
receive  copies  of  the  reports  of  the  Market  Research  Department, 
if  these  reports  are  pertinent  to  their  work. 

One  frequent  cause  of  friction  is  when  the  Market  Research 
Department  runs  across  a  bad  situation  in  the  handling  of  the 
market  by  the  Sales  Department.  This  is  likely  to  happen  in  the 
earlier  stages  of  scientific  marketing  management,  but  it  can  be 
eliminated  entirely  by  making  the  Market  Research  Department 
solely  responsible  for  such  conditions.     Since  the  Sales  Depart- 
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ment  is  required  only  to  sell,  it  should  not  be  made  to  do  any  of 
the  research  work.  This  is  strictly  the  function  of  the  Research 
Department. 

The  Planning-  Department  will  readily  come  to  regard  the 
Market  Research  Department  as  its  most  valuable  ally.  With  the 
Advertising  Department,  and  particularly  with  the  advertising 
agency,  there  may,  however,  be  some  friction.  This  may  be  re- 
duced if  it  is  made  perfectly  clear  to  the  latter  that  the  Market 
Research  Department  deals  with  facts  alone  and  that  responsibil- 
ity for  action  is  entirely  out  of  its  hands. 

Gathering  Data. — This  chapter  makes  no  pretense  of  de- 
veloping the  technique  of  market  research  work.  But  it  is  im- 
portant to  have  a  clear  conception  of  the  duties  which  fall  within 
the  scope  of  this  department.  Its  first  function,  as  previously 
indicated,  is  that  of  gathering  data,  which  are  of  various  kinds, 
such  as  those  dealing  with  the  product,  the  market,  credits,  dis- 
tribution, sales,  costs,  and  perhaps  other  information  pertinent  to 
the  company's  problems. 

What  data  to  gather  is  not  an  easy  question  to  answer.  In  the 
first  place,  there  are  certain  facts  which  will  be  collected  as  a  matter 
of  routine,  such  as  sales,  buying  power  of  the  territory,  general 
statistics  of  all  kinds  with  a  bearing  upon  forecasting,  and  the 
like. 

In  the  second  place,  there  will  be  special  research  problems 
to  be  met  and  solved.  Some  of  these  will  come  up  in  the  course 
of  routine  work,  but  in  general  these  problems  should  be  organ- 
ized in  some  fashion  or  other  so  that  the  most  important  ones  may 
be  undertaken  first.  Thus,  the  Marketing  Manager  may  well 
suggest  to  the  Director  of  Research  certain  pressing  problems, 
or  the  Director  of  Research  may  submit  to  the  Marketing  Man- 
ager the  problems  which  he  considers  of  the  greatest  importance. 

It  goes  almost  without  saying  that  the  department  should  co- 
ordinate all  outside  research  data  it  can  obtain.  It  would  be 
wasteful  to  undertake  a  research  which  had  already  been  done  at 
great  length  by  some  other  concern,  governmental  agency,  or  as- 
sociation. Research,  in  many  ways,  is  one  of  the  greatest  forces 
making  for  cooperation  in  business.  While  some  of  the  investiga- 
tions may  well  be  kept  secret  by  the  company,  the  majority  of 
them  may  be  exchanged  with  other  companies  doing  research 
along  similar  lines.    The  mutual  benefit  received  usually  outweighs 
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any  loss  sustained.  It  is  true,  however,  that  in  some  companies 
research  is  so  jealously  conducted  that  one  department  does  not 
even  know  what  another  is  doing.  This  is  obviously  uneconomic 
and  contrary  to  scientific  practice. 

Ordinarily,  the  routine  work  of  the  Market  Research  Depart- 
ment takes  precedence  over  any  special  investigation.  The  latter 
should  be  authorized  only  when  there  is  general  agreement  as  to 
its  necessity.  After  the  special  investigation  is  approved,  a  plan 
of  procedure  should  be  drawn  up  by  the  Director  of  Research 
for  authorization  by  a  general  executive  committee.  At  this  time 
also,  he  should  submit  estimates  of  the  additional  cost  of  doing  it, 
the  time  required  for  completion,  and  the  approximate  program. 

Product  Data. — The  majority  of  marketing  programs 
today  are  built  around  the  product.  Even  under  the  newer  sys- 
tem, where  the  consumer  takes  the  place  of  first  importance,  the 
product  remains  and  must  always  remain  a  major  factor.  The 
difference  is  that  steps  are  taken  to  make  the  product  fit  the 
market,  rather  than  to  force  an  unsatisfactory  product  on  a  re- 
luctant market.  This  tendency  to  adapt  the  product  to  the 
market  has  been  growing  of  late  years  with  great  rapidity. 

Product  analysis  is  naturally  of  the  greatest  importance  when 
a  Market  Research  Department  is  first  installed.  This  depart- 
ment will  then  have  to  deal  with  such  problems  as  simplification 
and  standardization.  A  compromise  will  have  to  be  struck  be- 
tween the  desire  of  the  Sales  Department  for  greater  variety 
and  the  demand  of  the  Production  Department  for  standardized 
and  simplified  products. 

Adding  new  features  to  an  established  product  as  an  addi- 
tional sales  attraction  is  an  old  merchandising  idea.  The  Market 
Research  Department  should  collect  the  facts  in  regard  to  any 
proposed  change  before  it  is  put  into  effect.  In  connection  with 
the  Production  and  Sales  departments  it  may  conduct  a  sales 
test  of  the  new  product  and  then  follow  up  purchasers  to  judge 
whether  or  not  they  are  satisfied. 

One  function  of  the  Market  Research  Department  is  to  see 
whether  the  product  is  used  properly,  improper  usage  being  a 
frequent  cause  for  dissatisfaction.  Another  duty  is  to  see  that 
the  package  fulfills  all  the  requirements  of  the  market.  A  third 
duty  is  to  see  that  the  unit  of  sale  is  in  accordance  with  market 
demand. 
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The  Market  Research  Department  merely  makes  reports  on 
these  various  features  and  submits  them  to  the  Marketing  Man- 
ager. If  he  approves  them,  he  passes  them  on  to  the  proper 
department  for  action. 

Market  Data. — The  collection  of  market  data  has  already 
progressed  to  a  considerable  extent  in  many  companies.  These 
data  may  be  divided  into  several  types : 

1.  Data  for  purposes  of  classifying  markets  and  consumers. 
Thus,  consumers  may  be  classified  according  to  age,  sex,  race, 
religion,  or  other  factor  bearing  upon  their  market  status.  Cus- 
tomers may  be  classified  according  to  the  volume  of  business  done, 
the  type  of  business,  competing  Hues  carried,  or  other  basis  of 
division.  Markets  themselves  may  be  separated  according  to 
density  of  population,  purchasing  power,  urban  or  rural  nature, 
standard  of  living,  or  perhaps  geographical  location. 

2.  Data  for  purposes  of  measurement.  Market  analysis  for 
many  companies  consists  of  a  quantitative  or  qualitative  measure- 
ment of  potential  markets.  In  some  cases  this  will  mean  a  direct 
count  of  possible  buyers;  in  the  majority  of  cases  where  a  num- 
ber of  consumers  are  concerned,  it  will  be  necessary  to  use  some 
indirect  method  such  as  the  so-called  ''market  index."  The  com- 
pany may  make  up  an  index  of  purchasing  power  based  on  its  own 
investigations.  It  may,  on  the  other  hand,  be  able  to  use  some 
of  the  indices  prepared  by  various  publications  for  use  by  their 
advertisers,  but  in  such  cases  certain  corrections  may  have  to  be 
made  to  suit  the  company's  own  problems. 

3.  Data  of  market  preferences.  The  Market  Research  Depart- 
ment is  the  eyes  of  the  business.  It  must  see  whether  a  com- 
petitor's policy  is  better  liked  by  the  company's  customers.  It 
must  find  out  whether  there  is  any  dissatisfaction  with  the  com- 
pany and  what  reasons  there  may  be  for  this. 

Sales  Analysis. — The  analysis  of  sales  is  one  of  the  statisti- 
cal problems  of  the  Market  Research  Department.  The  move- 
ment has  not  as  yet  gained  proper  headway  because  sales  man- 
agers do  not  ordinarily  know  how  to  organize  a  job  of  this  kind, 
and  until  this  function  is  taken  away  from  the  Sales  Department, 
it  cannot  be  carried  out  to  the  best  advantage. 

Sales  figures  lend  themselves  to  analysis  to  a  remarkable  de- 
gree. Every  sale  made  may  form  a  subject  for  special  study. 
First,  the  study  of  one  sale  is  made ;  then  sales  are  studied  by 
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Figure  25.  Form  used  in  Sales  Analysis 
This  form,  used  by  the  American  RolHng  Mill  Company,  is  used  for  keeping 
a  record  of  shipments  to  individual  customers,  and  provides  space  for  seven 
years'  comparative  record  by  months.  "With  close  to  a  hundred  different 
grades,  each  of  varying  profitableness,"  says  P.  H.  Pumphrey.  Development 
Department,  Sales  Division,  "our  analytical  and  follow-up  problems  are 
rather  similar  to  those  of  diverse  lines  of  industry,  such  as  drug  jobbers.  We 
must  analyze  to  sell  the  profitable  members  of  the  line,  and  at  the  same  time 
we  must  see  that  we  are  selling  a  customer  all  of  the'  grades  which  he  can  use 
advantageously.  We  make  out  a  separate  sheet  for  each  grade  used  by 
the  customer,  keeping  these  together  in  loose-leaf  books  arranged  alphabetically 
by  our  sales  districts." 
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Figure  26.     Better  Coordination  of  Production  and  Sales  by  Sales 

Analysis 

Chart  A  illustrates  the  normal  seasonal  variation  of  production  and  sales  in 
the  radiator  industry,  dividing  the  year  into  five  periods.  During  four  of  these 
periods  there  is  a  marked  differentiation  between  volume  of  shipments  and 
production. 

In  Chart  B  the  remedy  adopted  to  meet  this  situation  is  shown.  A  price 
scale  was  arranged  by  the  American  Radiator  Company,  based  on  the  period 
of  the  year  when  shipments  were  at  low  ebb,  and  rising  until  the  peak  was 
reached  in  the  fall,  when  demand  was  greatest. 

Chart  C  shows  the  results  of  this  adjustment  of  seasonal  variation.  Demand 
has  been  materially  stimulated  during  the  dull  sales  period,  with  a  corresponding 
falling  off  of  shipments  during  the  former  active  fall  period. 

(Taken  from  pamphlet  of  American  Management  Association,  Sales  Execu- 
tives Series  No.  6,  by  R,  B.  Flershem,  General  Sales  Manager  of  the  Ameri- 
can Radiator  Company.) 


groups.  Various  groupings  are  likely  to  prove  beneficial,  such 
as  by  territories,  volume,  class,  or  cost.  Each  group  division 
leads  to  a  generalization  which  will  add  to  the  sum  total  of 
useful  knowledge. 

The  analysis  of  sales  is  particularly  important  because  all 
sales  are  different,  even  though  all  the  products  sold  may  be 
identical.  It  is  desirable  to  know,  for  instance,  the  common 
characteristics  of  all  those  who  buy  a  certain  breakfast  cereal — 
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as  well  as  their  points  of  difference.  Such  knowledge  helps  in 
planning  future  sales.  Sales  records,  properly  analyzed  and  com- 
pared, should  bring  out  the  significant  points.  Fig.  25  shows  an 
interesting  example  of  sales  analysis. 

One  highly  important  result  of  analyzing  sales  is  the  allotting 
of  sales  quotas,  whether  by  territories,  by  lines  of  business,  or  in 
some  other  way.  The  sales  analysis  should  also  indicate  where 
to  sell  and  how  to  sell.  In  sales  analysis  Marketing  Manager  and 
Comptroller  meet  on  common  ground. 

There  are  a  number  of  outstanding  examples  of  what  sales 
analysis  has  been  able  to  accomplish  for  specific  companies.  The 
series  of  charts  shown  in  Fig.  26  illustrate  the  results  of  a  sales 
analysis  made  by  the  American  Radiator  Company.  By  studying 
production  and  sales  figures,  together  with  prices,  it  was  found 
that  the  company's  seasonal  grouping  of  demand  in  the  fall 
caused  at  that  time  higher  manufacturing  costs  to  the  company 
and  poorer  service  to  the  public.  It  was  not  feasible  to  manu- 
facture ahead  for  demand  because  of  the  multiplicity  of  sizes 
and  styles  and  the  fact  that  orders  were  not  placed  until  the  last 
moment  by  jobbers  and  contractors  who  did  not  carry  radiators 
in  stock. 

The  company  adopted  as  a  remedy  the  so-called  "seasonal 
price  policy"  by  which  the  price  is  automatically  raised  as  the 
peak  season  approaches.  The  last  figure  in  the  chart  shows  how 
this  policy  has  caused  demand  to  be  spread  out  over  a  wider  space 
of  time. 

An  example  of  a  case  where  sales  research  did  not  lead  to  good 
results  because  of  original  failure  to  take  all  factors  into  con- 
sideration is  that  of  the  National  Aniline  &  Chemical  Company, 
manufacturers  of  textile  dyes,  which  tried  to  determine  annual 
consumption  of  various  colors  by  textile  mills.  It  wanted  to  find 
out  whether  it  was  getting  its  share  of  the  business  on  certain 
tonnage  colors,  and  whether  this  would  show  where  market  em- 
phasis should  be  placed.  The  trouble  was,  however,  that  changes 
in  style  caused  color  preferences  to  shift  also,  so  that  the  results 
of  the  survey  were  useless  when  procured  because  conditions  had 
already  changed  and  demand  for  colors  had  changed  likewise. 
The  company  then  resorted  to  a  plan  whereby  branch  managers 
should  report  color  sales  in  their  territory  each  month;  which  at 
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once  made  it  possible  to  fix  sales  quotas  on  the  basis  of  current 
knowledge. 

A  department  intended  primarily  to  gather  data  for  sales 
quotas  is  charted  in  Fig.  27. 

Distribution  Studies. — At  a  time  when  the  major  drive 
for  reducing  costs  is  being  directed  against  the  various  middle- 
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Figure  27.     Market  Research  of  Burroughs  Adding  Machine  Company 

In  this  company,  a  great  deal  of  effort  has  been  made  to  place  marketing 
activities  on  a  scientific  basis.  Its  quota  system  is  one  of  the  oldest.  Statistics 
are  largely  used  here  for  quota  purposes,  as  is  evident  from  the  chart. 

(Metropolitan  Life  Insurance  Company) 


men,  it  is  important  for  the  Market  Research  Department  to  make 
studies  of  costs  of  distribution  through  various  channels.  In 
many  companies  the  distributive  system  has  grown  up  hit  or 
miss.  In  some  parts  of  the  country  a  concern  follows  one  pro- 
cedure, and  elsewhere  it  has  a  different  system.  Another  com- 
pany will  sell  through  jobbers  and  also  direct  to  retailers,  and 
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there  will  be  constant  strife  between  the  company  and  its  dis- 
tributors as  to  discounts  and  treatment  in  regard  to  service. 

It  is  particularly  important  to  study  distribution  in  connection 
with  the  market.  The  question  should  be  answered  as  to  whether 
the  present  system  is  getting  the  largest  coverage.  If  distribu- 
tion is  through  jobbers,  is  that  jobber  covering  the  territory 
thoroughly?  Are  dealers  getting  the  share  of  business  to  which 
the  market  potentiality  of  their  district  entitles  them? 

On  the  basis  of  such  facts  it  will  be  possible  for  the  Planning 
Department  to  formulate  remedies,  but  the  important  thing  is 
to  gather  the  information.  Obviously,  it  will  not  be  possible  to 
gather  it  all  at  once. 

In  analyzing  the  work  of  distributors,  the  greatest  tact  will 
be  called  for,  especially  as  few  of  them  have  any  appreciation  of 
the  value  of  market  analysis.  It  will  be  necessary  to  show  to 
them  that  the  work  done  will  accrue  to  their  benefit  as  well  as 
to  that  of  the  company. 

Credit  Information. — There  has  been  a  growing  recogni- 
tion of  the  fact  that  sales  and  credits  are  closely  interlocked, 
that  one  activity  cannot  be  conducted  without  the  other.  The 
difficulty,  however,  has  been  in  finding  credit  machinery  which 
will  operate  successfully  in  the  Marketing  Division.  Salesmen 
are  admittedly  unsuited  for  obtaining  credit  information.  Their 
whole  aim  is  towards  making  the  sale  and  not  judging  whether 
or  not  it  is  proper  to  make  it.  Furthermore,  the  Sales  Depart- 
ment itself  is  seldom  competent  to  judge  of  the  credit  policy.  In 
the  vigorous  market  competition  which  now  prevails,  t^ere  is  a 
constant  pressure  to  liberalize  credits  in  order  to  increase  sales. 

There  seems  to  be,  however,  no  good  reason  why  the  gathering 
of  credit  information  should  not  be  intrusted  to  the  Market 
Research  Department.  Credit  is  a  market  function  rather  than 
a  financial  one.  While  salesmen  do  not  make  good  credit  men, 
market  analysts  should  make  the  best  of  credit  men.  The  shift- 
ing of  credit  duties  from  the  Financial  Department  to  the  Market 
Analysis  Department  should  make  for  a  more  rational  and  effec- 
tive centralization  of  efforts. 

It  is  possible,  of  course,  that  the  Credit  Manager  should  be 
allowed  to  have  his  own  department  as  a  separate  entity  and 
merely  to  make  use  of  the  market  research  field  force  as  a  means 
for  obtaining  information.     This  will  allow  him  to  get  much 
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more  accurate  judgments  than  can  be  secured  from  records  and 
from  credit  agencies. 

Some  companies  attempt  to  train  their  branch  managers  to 
take  care  of  credit  ratings.  It  might,  of  course,  be  a  good  idea 
to  assign  one  credit  man  to  each  branch  or  even  to  a  number  of 
branches,  depending  on  the  particular  problems  of  the  company 
in  question. 

There  is  some  opinion  that  collections  should  be  a  sales  and 
marketing  function  also,  on  the  theory  that  a  poorly  worded  col- 
lection letter  will  not  only  lose  a  sale,  but  will  lose  the  customer 
as  well.  While  there  is  a  great  deal  of  truth  in  this  statement, 
it  still  remains  better  policy  in  most  cases  to  have  the  Collection 
Department  a  part  of  the  financial  system,  although  there  may 
well  be  some  advisory  interchange  of  opinions  as  to  individual 
delinquent  accounts.  In  such  a  case  the  Market  Research  Depart- 
ment, which  has  originally  done  the  investigation,  may  have  to 
supply  supplemental  data  as  to  the  facts  of  the  individual  case. 

Organizing  Data. — The  task  of  the  Market  Research  De- 
partment is  not  completed  when  it  has  collected  the  data.  It 
must  still  analyze,  interpret,  and  in  some  cases  verify  this  in- 
formation. This  is  a  technical  process,  as  a  rule,  and  it  is  here 
that  the  expert  research  specialist  is  required.  It  is  desirable  to 
have  a  balanced  staff  of  men  at  the  home  office  to  avoid  any 
marked  leaning  towards  statistical  or  towards  the  psychological 
treatment  of  the  facts  secured. 

The  Market  Research  Department  which  merely  collects  and 
arranges  the  data  has  failed  in  its  purpose.  It  must  make  the 
proper  generalizations  apparent  from  these  figures  and  facts. 
The  Planning  Department  cannot  be  expected  to  take  the  data 
as  they  are  collected  and  tabulated  and  to  make  use  of  them.  The 
data  must  be  suitably  prepared.  This  process  of  interpretation 
may  take  the  form  of  discussion  and  conference  in  which  the 
various  members  of  the  department  deliver  their  deductions,  or 
the  Market  Research  Director  himself  may  write  a  report  on 
the  basis  of  the  facts.  The  best  form  would  combine  both  these 
methods,  the  Research  Director  himself  always  retaining  the 
final  decision  as  to  generalizations. 

If  possible,  the  generalizations  made  by  the  Research  Depart- 
ment should  be  verified.     This  will  avoid  guessing  as  to  infer- 
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ences,  and  compel  the  Research  Department  to  prove,  in  the  scien- 
tific manner,  the  conclusions  which  it  arrives  at. 

Forecasting, — One  important  function  of  the  Market 
i^nalysis  Department  is  the  forecasting  of  customers'  require- 
ments. This  consists  of  getting  them  to  state  approximately 
w^hat  they  will  need  during  a  certain  period  in  the  future,  say 
one  year  in  advance.  The  customer  is  not  asked  to  commit  him- 
self to  the  acceptance  of  goods  to  the  amount  of  his  estimate. 
He  is  asked  merely  to  state  as  accurately  as  possible  what  his 
requirements  will  probably  be. 

These  figures  can  be  used  to  advantage  as  one  of  the  factors  in 
making  up  the  sales  quota.  It  is  not  to  be  expected  that  fore- 
casts of  this  sort  will  prove  successful  to  any  marked  degree  in 
the  beginning,  for  it  is  only  after  a  period  of  several  years  that 
the  knack  of  making  close  estimates  can  be  acquired.  It  wall  take 
time,  also,  to  educate  customers  to  give  the  necessary  cooperation. 
Once  organized,  however,  a  forecasting  service  of  this  sort  can 
be  of  great  value. 

Any  forecasts  made  by  the  Market  Research  Department  are 
purely  factual  and  in  no  wise  embody  any  planning.  These  find- 
ings are  merely  submitted  to  the  Marketing  Manager  or  to  the 
Planning  Department.  To  show  how  forecasting  is  used  in  this 
sense,  the  F.  E.  Booth  Company  of  San  Francisco  takes  the  re- 
sult of  its  sales  in  various  markets,  subjects  them  to  analysis, 
and  then  adds  a  reasonable  expected  increase.  The  pack  of  vari- 
ous commodities  is  then  estimated,  and  if  market  indications  do 
not  come  up  to  estimates,  then  the  company  centers  its  efforts 
through  brokers  and  specialty  men  on  the  markets  which  do  not 
come  up  to  expectations. 

Distributing  Data. — The  final  function  of  the  Market  Re- 
search Department  is  as  a  depository  of  information  to  be  dis- 
tributed upon  requisition.  This  is  not  an  activity  to  be  despised. 
So  many  companies  have,  with  a  sudden  burst  of  energy,  planned 
and  started  a  library,  only  to  let  it  drop  when  the  first  period  of 
interest  was  over.  To  be  valuable,  a  library  must  be  kept  up  to 
date.  Not  only  should  it  contain  the  general  literature  pertinent 
to  the  company's  own  interests,  but  it  should  also  have  a  copy  of 
all  reports  made  by  the  company's  Research  Department,  and  all 
reports  obtainable  from  other  companies. 

Where  the  company  has  a  library,   it  will   naturally  wish  to 
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own  books  on  production,  finance,  and  other  phases  of  business. 
Marketing  Hterature  will  form  only  a  part  of  the  collection.  If 
the  library  is  large  enough,  it  may  be  better  to  keep  the  marketing 
literature  in  the  Research  Department,  and  division  may  also  be 
necessary  when  the  Production  Department  is  not  located  in  the 
same  building  or  even  city. 

The  question  of  what  records  to  keep  is  sometimes  puzzling. 
It  is,  for  example,  not  worth  while  keeping  records  which  will 
obviously  never  be  of  any  value  again,  or  which  are  out  of  date. 
A  summary  of  such  data  would  be  sufficient.  It  is  exceedingly 
desirable  to  give  attention  to  the  installation  of  a  good  filing 
system,  as  these  records  should  be  available  at  a  moment's  notice. 
Cross-indexing  will  often  be  required. 

The  Market  Research  Department  should  be  recognized 
throughout  the  company  as  the  source  for  all  market  informa- 
tion, regardless  of  its  character.  Much  of  the  value  of  this 
Department  will  depend  on  its  ability  to  furnish  such  information. 
Naturally,  it  will  take  time  to  build  up  such  a  reference  service, 
but  a  few  years'  experience  will  indicate  the  type  of  information 
which  is  most  frequently  called  for  and  will  also  point  out  the 
lines  along  which  expansion  should  take  place. 


CHAPTER  XI 

MARKETING  PLANNING 

Planning  includes  a  wide  range  of  activities.  There  are, 
for  example,  major  plans  which  have  to  do  with  company  policies, 
normally  initiated  by  executives,  and  minor  plans  which  have  to 
do  with  carrying  out  these  major  ones.  There  are  long-range 
and  short-range  plans,  positive  and  negative  plans,  company  and 
departmental  plans.  A  plan  may  be  so  broad  as  to  constitute  a 
policy,  or  be  so  narrow  and  detailed  as  to  form  a  schedule.  Scien- 
tific planning  would  substitute  for  the  judgment  of  one  person 
the  judgment  of  a  number  of  individuals  especially  qualified  and 
equipped  for  the  task. 

Marketing  planning  is  now  being  practiced  by  many  com- 
panies, although  here,  as  elsewhere,  variations  in  nomen- 
clature are  confusing.  Marketing  planning,  for  example,  often 
goes  under  the  name  of  sales  promotion.  'It  is  important,  how- 
ever, to  separate  planning  from  execution  in  marketing,  just  as 
has  been  done  in  production.  As  the  executive  of  one  of  the 
large  companies  of  the  country  says :  ''Our  present-day  sales 
managers  are  so  burdened  with  operative  details  that  they  are  not 
able  to  do  a  good  job  of  planning." 

Functions  of  the  Planning  Department. — Whereas  the 
duty  of  the  Market  Research  Department  is  to  obtain  data,  and  to 
marshal  them  in  logical  array,  the  object  of  marketing  planning 
is  to  base  active,  dynamic  plans  upon  these  data.  Thus,  the  duty 
of  planning  is  of  the  highest  strategic  importance.  It  can  be 
divided  broadly,  as  is  shown  in  Fig.  28,  into  three  main  divisions 
— initiating,  developing,  and  coordinating. 

The  initiating  of  plans  is  at  present  primarily  an  executive 
function,  founded  in  most  cases  on  empirical  judgments.  The 
Planning  Department  takes  over  much  of  this  function,  but, 
recognizing  the  value  of  idea  creation,  wherever  it  originates, 
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makes  ample  provision  for  stimuli  from  without.  It  will  have 
in  its  charge  the  formation  of  objectives  and  policies  of  all 
kinds,  affecting  the  Marketing  Division. 
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Figure  28.  Functions  of  Marketing  Planning 
Since  every  marketing  activity  (and,  indeed,  every  business  activity)  should 
be  the  outgrowth  of  a  well  developed  plan,  it  is  obvious  that  the  scope  of  the 
Marketing  Planning  Department  will  be  very  broad.  This  functional  chart 
shows  some  of  the  more  obvious  functions,  as  they  would  apply  to  the  average 
manufacturing  company.  The  organization  chart  of  the  Marketing  Planning 
Department  would  normally  be  considerably  simpler  than  this,  in  appearance. 

The  development  of  these  plans  involves  the  setting  up  of 
standards,  such  as  territorial  quotas,  and  the  making  of  schedules, 
also  routing  and  the  various  forms  and  blanks  to  facilitate  the 
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development  of  all  plans.  Thus  this  department  will  combine 
the  highest  executive  functions  with  the  routine  work  of  putting 
the  statistics  of  the  Market  Research  Department  into  practical 
application. 

One  of  the  most  important  planning  functions  is  that  of  co- 
ordinating the  work  of  all  the  other  departments  in  the  division. 
The  Planning  Department  is  the  brain  which  directs ;  but  it  does 
so  only  after  the  information  from  all  sources  has  been  received. 
To  organize  the  work  of  planning  involves  the  calling  of  con- 
ferences with  particular  departments.  This  department  also  has 
relations  with  various  extra-marketing  departments,  as  with  the 
Financial  Department,  in  making  up  the  budget.  All  its  activities 
lead  eventually  to  the  shaping  of  the  marketing  campaign. 

It  is  important  to  emphasize  that  the  Planning  Department  exer- 
cises control  in  no  way  whatsoever.  It  either  formulates  plans 
itself  or  puts  the  plans  of  others  into  a  practicable  form  and  it 
submits  all  plans  to  the  Marketing  Manager,  who  makes  decisions 
as  to  whether  or  not  they  shall  be  put  into  effect,  or  whether  they 
shall  be  modified.  It  is  essential  to  a  well-balanced  organization 
that  the  planning  function  should  not  include  the  making  of 
decisions.  Otherwise  it  would  become  too  powerful  for  its  yoke 
mates.  Therefore,  a  part  of  the  procedure  includes  the  securing 
of  approval  for  its  proposals.  Its  plans  are  always  merely  ten- 
tative until  they  are  given  the  approbation  of  the  Marketing 
Manager.  It  acts  much  as  a  Senate  Committee  in  our  own  gov- 
ernmental system  which  investigates  evidence,  and  then  makes 
recommendations,  while  any  action  on  these  findings  must  be 
authorized  by  the  Senate  itself. 

The  Organization  of  Marketing  Planning. — In  any 
organization  plan,  functions  must  be  reduced  to  terms  of  per- 
sonnel. The  result  often  is  to  make  the  organization  chart  look 
quite  different  from  the  functional  chart.  (Fig.  28  is  a  functional 
chart,  while  Fig.  29  is  an  organization  chart.)  The  Planning 
Department,  however,  will  introduce  no  new  functions.  The 
Planning  Department  will  do  only  those  things  which  had  to  be 
done,  or  which  ought,  at  least,  to  have  been  done,  under  the  old 
system.  The  only  difference  is  that,  under  the  new  arrangement, 
planning  will  be  carried  on  in  a  systematic  and  regular  fashion 
by  men  who  have  specialized  in  this  sort  of  work,  whereas  before 
it  was  done  in  a  happy-go-lucky  manner  by  men  who  were  not 
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Figure  29.     Planning   Department   of  a   Retail   Store 
A  study  of  the  two  coordinating  divisions  of  this  department— the  Systems 
Division  and  the  Division  of    Standardization,    Planning,   and   Research — dis- 
closes the  multifarious  duties  for  which  this  department  is  responsible.     This 
is,  of  course,  purely  a  staff  department,  having  no  line  authority. 
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trained  or  particularly  fitted  for  planning,  and  who  had  to  do 
this  work  in  addition  to  other  multifarious  duties. 

The  Planning  Department  constitutes  what  is  substantially  a 
mechanism  of  management;  that  is,  it  takes  the  place  of  one  or 
more  executives  who  would  authorize  by  purely  empirical  and 
personal  judgments  the  steps  to  be  taken.  The  Planning  Depart- 
ment, by  a  more  scientific  procedure,  does  exactly  the  same  thing 
as  the  uncoordinated  decisions  of  several  executives. 

Planning  Department  Personnel. — Marketing  planning, 
like  market  research,  is  a  staff  job,  while  selling  and  advertising, 
which  are  to  follow,  are  line  jobs.  The  principal  object  of  the 
Marketing  Planning  Department  is  to  draw  the  line  to  which  the 
Sales  Department  must  hew.  Accordingly,  the  man  in  charge  of 
this  department  must  be  thoroughly  familiar  with  the  company's 
sales  problems ;  in  fact,  this  position  requires  more  intimate  under- 
standing of  the  company's  sales  relations  than  does  any  other. 
This  executive  obtains  his  data  from  the  Market  Research  De- 
partment, presumably  after  they  have  been  put  into  assimilable 
form,  with  maturely  considered  conclusions,  and  with  the  more 
obvious  recommendations.  Whereas  the  market  research  execu- 
tive has  a  job  which  is  analytical,  the  marketing  planning  executive 
is  required  to  initiate  the  real  creative  work  of  the  entire  Market- 
ing Division. 

The  latter  executive,  although  he  need  not  necessarily  have  the 
force  and  magnetism  characteristic  of  a  salesman,  must  under- 
stand selling  and  salesmanship,  and  must  know  what  plans  will 
and  will  not  prove  practical.  It  is  not  unusual  to  find  a  man  of 
this  description  on  the  sales  force  in  a  subordinate  executive 
position. 

If  the  scope  of  the  company's  efforts  is  broad  enough,  it  is 
desirable  to  support  this  officer  with  a  second  man  who  is  chosen 
from  the  factory,  and  preferably  a  man  from  the  Production 
Planning  Department.  A  great  deal  of  the  procedure  which  is 
employed  in  the  production  planning  room  may  be  used  in  modi- 
fied form  in  the  sales  planning  of^ce,  and  by  this  expedient  an 
efficient  Marketing  Planning  Department  can  sometimes  be 
built  up. 

Other  members  of  this  department  will  have  to  be  rather 
evenly  chosen  from  those  men  who  are  familiar  with  planning 
in  its  technical  phases,  and  from  those  who  are  conversant  with 
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the  company's  sales  problems.  It  is  quite  possible  to  recruit  good 
men  from  the  Market  Analysis  Department  for  marketing  plan- 
ning, but  this,  of  course,  cannot  be  done  until  that  department 
has  been  operating  for  some  time. 

As  already  stated,  it  is  not  advisable  to  make  the  power  of 
the  Planning  Manager  too  great;  otherwise  he  would  dominate 
the  entire  Division.  To  prevent  this,  it  is  desirable  to  form  a 
committee,  consisting  of  the  head  of  the  Marketing  Division  and 
of  the  managers  of  the  several  departments.  To  this  committee 
the  Marketing  Planning  Manager  submits  his  proposals  in  their 
complete  form,  ready  to  be  put  into  practice.  The  committee  dis- 
cusses the  pros  and  cons  of  the  matter  in  question  and  accepts, 
rejects,  or  changes  the  plan.  Final  decision  is  vested  in  the 
Manager  of  the  Marketing  Division. 

It  is  important  to  note  that  the  size  of  the  company  may  deter- 
mine the  size  of  the  Planning  Department,  but  there  are  few 
companies  now  using  a  sales  force  which  are  so  small  as  not  to 
be  able  to  employ  the  full-time  services  of  at  least  one  man  in 
this  position. 

Idea  Creation. — In  many  ways  the  most  important  func- 
tion of  the  Planning  Department  lies  in  the  creation  of  ideas. 
While  it  is  true  that  ideas  alone  are  not  sufficient,  the  mere  appli- 
cation of  science  will  never  of  itself  solve  a  problem.  A  busi- 
ness, to  be  progressive,  must  create  and  develop  ideas  which  will 
make  the  business  go  ahead.  The  advertising  agency  recognizes 
this  necessity,  and  employs,  therefore,  what  is  known  as  an  idea 
man,  whose  function  it  is  to  think  up  new  and  original  plans. 
He  is  a  creative  artist,  and  the  Planning  Department  might  well 
take  him  for  a  model.  He  is  the  counterpart  of  the  old-fashioned 
inventor. 

The  Planning  Department  provides  suitable  expedients  for 
eliminating  those  ideas  which  are  not  serviceable,  and  for  experi- 
menting with  any  which  show  promise.  This  department  wmII 
be  merely  the  practical  embodiment  of  a  system  which  has,  in 
the  case  of  individuals,  worked  wonders;  for  it  is  evident  that 
the  success  of  the  majority  of  great  business  men  has  come  from 
their  practical  use  of  ideas.  These  ideas,  furthermore,  have  not 
always  been  their  own,  but  in  many  cases  have  merely  been  devel- 
oped from  the  ideas  of  others.    The  Planning  Department,  in  its 
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initial  phase,  would  consciously  seek  to  obtain  ideas  and  to  sift 
them  out  to  find  ones  worthy  of  development  and  test. 

Ideas  will,  of  course,  come  from  many  sources.  In  fact,  from 
almost  any  part  of  the  business  it  is  possible  that  ideas  of  value 
may  be  secured,  from  the  Marketing  Manager  down  to  the  office 
boy.  The  Market  Research  Department  will  normally  be  the  most 
fruitful  source.  These  should  be  handed  on  in  rough  shape  to 
somebody  in  the  Planning  Department,  who  takes  them,  develops 
them,  and  coordinates  them,  finally  submitting  them  to  the  Mar- 
keting Manager  or  to  the  committee  for  further  consideration. 

It  is  sometimes  possible  to  put  into  operation  a  suggestion 
system  much  like  that  used  in  production  departments.  To  stimu- 
late the  submittal  of  ideas  and  suggestions,  some  prize  should  be 
offered  for  those  which  are  acceptable.  Ideas,  of  course,  will 
range  from  a  major  company  policy  to  some  trifling  detail  of 
operation.  In  any  case,  the  Planning  Department  constitutes  a 
clearing  house  for  them. 

Objectives  and  Policies, — Once  an  idea  has  been  created, 
developed,  and  approved,  certain  objectives  and  policies  are  set 
up  regarding  it.  For  example,  a  certain  idea  is  proposed.  This 
idea  is  submitted  to  the  Planning  Department,  which  develops 
it,  looks  at  it  from  all  sides,  requests  statistics  from  the  Market 
Research  Department  in  regard  to  it,  and  finally  decides  that  it 
is  feasible.  The  objective  is  formulated,  and  put  in  workable 
form.  The  Planning  Department  lays  out  the  new  scheme,  and 
submits  proposals  to  the  Marketing  Manager  as  to  how  it  should 
be  carried  out,  with  a  certain  recommended  sequence  of  pro- 
cedure. The  Marketing  Manager  may  approve  the  plan  as  it  is, 
or,  if  its  expediency  seems  doubtful,  it  may  be  referred  back  to 
the  Research  Department  or  elsewhere  for  checking  before  its 
final  adoption. 

In  formulating  policies,  there  are  certain  points  to  bear  in 
mind: 

1.  The  policy  should  be  adopted  only  after  tl'te  most  thorough 
investigation,  preferably  accompanied  by  a  test  under  actual  work- 
ing conditions.  The  Planning  Department  is  not  a  revolutionary 
tribunal  which  arbitrarily  establishes  new  practices,  after  doing 
away  with  old  ones.  It  proceeds  only  on  the  basis  of  a  careful 
survey  of  the  facts. 

2.  The  policy  should  be  put  into  effect  gradually.     Precipitate 


MARKETING  PLANNING  171 

change  almost  always  involves   disruption   in   the  organization, 
and  produces  bad  effects. 

3.  The  policy  should  be  thoroughly  explained  to  the  organiza- 
tion as  a  whole.  No  policy  can  be  effectively  maintained  unless 
it  has  the  hearty  support  of  the  entire  organization.  The  fault 
to  be  found  with  many  marketing  policies  at  present  is  that  they 
represent  the  arbitrary  opinion  of  one  man  or  of  a  small  group 
of  men. 

4.  The  policy  should  be  in  keeping  with  the  other  policies  of 
the  company.  An  idea,  no  matter  how  good  it  is  in  itself,  must 
be  of  such  a  nature  that,  when  developed  or  incorporated  into  a 
policy,  it  will  strengthen  and  unify  the  whole  rather  than 
weaken  it. 

5.  The  policy  should  coincide  with  business  conditions  outside 
the  company.  A  new  price  policy,  for  example,  should  not  be  put 
into  effect  unless  conditions  in  business  at  large,  as  forecast, 
warrant  it. 

General  and  Specific  Policies. — Policies  may  be  divided 
into  general  and  specific,  according  to  whether  they  formulate 
a  principle  or  lay  down  a  rule. 

General  policies  should  include  the  application  to  the  specific 
marketing  department  of  the  principles  set  forth  in  Chapter 
VII.  These  take  on  almost  the  nature  of  axioms.  Thus  the 
statement  that  the  system  of  scientific  marketing  revolves  around 
the  consumer  will  result  in  building  up  certain  policies  as  to  treat- 
ment of  customers.  The  large  department  store,  for  example, 
may  take  for  one  of  its  general  policies  that  ''the  customer  is 
always  right." 

Each  general  policy  can  usually  be  broken  down  into  a  num- 
ber of  narrower  policies.  The  importance  of  each  of  these  will 
vary  with  the  individual  company,  but  in  general  the  following 
topics  are  widely  applicable  : 

The  question  of  price  must  be  treated  as  a  policy.  What  shall 
the  price  be?  Shall  the  same  price  be  charged  for  small  as  for 
large  quantity  purchases?  What  discounts  shall  be  given,  and 
to  whom?  What  shall  the  terms  of  payment  be?  Shall  the 
company  sell  on  the  installment  plan?  The  question  of  price 
will  call  for  the  most  careful  research  by  the  Research  Depart- 
ment as  to  market  reactions.  It  may  involve  a  study  of  com- 
petitors' prices,  of  standards  of  living,  of  production  costs,  and 
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many  other  factors.  For  the  hit-or-miss  systems  of  pricing  now 
in  vogue,  a  scientific  basis  will  be  substituted  which  will  func- 
tion through  the  Planning  Department. 

Product  policies  are  always  in  the  foreground.  These  will 
include  all  the  problems  as  to  packaging,  unit  size,  methods  of 
shipment,  and  the  best  plans  for  making  the  product  better  suited 
to  the  market,  all  the  solutions,  of  course,  being  based  upon  re- 
ports submitted  by  the  Research  Department.  There  will  be  the 
case  of  new  products,  which  the  company  may  desire  to  hold  up 
until  business  depression  sets  in,  as  does  the  Dennison  Company, 
and  then  to  use  these  new  developments  to  stimulate  business. 
There  are  the  seasonal  question  and  the  problem  of  side  lines. 
There  are  the  question  of  introducing  the  new  model  when  the  old 
one  gets  out  of  date  and  many  others  which  must  be  formulated 
into  policies. 

The  channels  of  distribution  offer  another  fertile  field  for 
policy  making.  What,  for  example,  should  be  the  attitude  to- 
wards jobbers  who  merchandise  their  own  brands  in  competition 
with  those  of  the  company?  How  much  assistance  should  be 
given  to  the  retailer,  and  how  should  this  be  given  ? 

There  are  a  number  of  policies  which  may  have  to  be  estab- 
lished in  conference  with  outside  counsel.  The  question  of  main- 
tenance of  resale  prices,  for  example,  can  usually  best  be  formu- 
lated into  a  policy  after  consultation  with  a  legal  expert,  so  that  the 
company  may  not  come  into  conflict  with  the  Federal  Trade 
Commission. 

The  Development  of  Plans. — The  Planning  Department 
has  merely  started  its  work  when  it  has  selected  ideas  and  policies 
suitable  for  application  to  the  company's  marketing  organization. 
It  must  take  these  inchoate  ideas  and  develop  them  further.  It 
must  discard  unsuitable  elements  and  add  those  which  have  not 
been  provided.  It  must,  above  all,  formulate  what  may  be  called 
the  ''working  plan,"  under  which  all  details  of  operation  are 
figured  out.  It  is  here  that  the  Planning  Department  gains  its 
greatest  efificiency  in  saving  time  and  effort  and  preventing  waste. 

Planned  production  has  long  been  carried  on  by  means  of 
setting  up  tasks  and  standards  of  accomplishment,  based  on  time 
and  motion  studies.  While  methods  of  equal  precision  cannot  be 
introduced  into  the  Marketing  Division,  where  the  personal  ele- 
ment is  so  much  more  in  evidence,  it  is  at  least  possible  to  carry 
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the  making  of  quotas,  the  formation  of  routes,  and  the  preparation 
of  forms  to  far  greater  length  than  at  present.  This  will  result 
in  cutting  down  unproductive  time  and  thereby  reduce  selling 
costs. 

Under  the  conventional  system,  the  sales  manager  or  one  of 
his  immediate  assistants  does  the  planning  of  territories  and 
routes.  Often,  there  is  no  scientific  basis  for  decisions.  A  terri- 
tory is  given  to  a  star  salesman  based  on  what  that  particular 
salesman  wants.  New  salesmen  are  sent  out  into  poor  territories 
merely  because  none  of  the  older  men  are  willing  to  give  up  or 
change  their  own  sections.  Routing  is  often  left  to  the  salesman 
himself,  who  naturally  takes  the  easiest  way,  ''skimming  the 
cream"  rather  than  working  systematically. 

Under  a  system  of  Scientific  Marketing,  all  details  are  worked 
out  not  only  for  the  sales  force,  but  for  the  Sales  Manager  as 
well.  He  is  no  longer  forced  to  spend  in  routine  work  time  which 
should  be  given  to  the  management  of  his  men. 

This  development  is  analogous  to  engineering  in  the  Manu- 
facturing Division.  The  latter  takes  ideas  from  science  and  in- 
vention and  turns  them  to  practical  account.  Development  in 
marketing  consists  in  applying  engineering  principles  to  market- 
ing practice. 

Standards. — Standards  serve  both  as  goals  of  accomplish- 
ment and  as  methods  of  measurement.  Each  unit  in  the  organiza- 
tion should  be  furnished  with  a  goal  of  accomplishment.  The 
degree  to  which  this  goal  is  reached  should  then  be  measured. 
The  Planning  Department  sets  these  goals  and  formulates  a 
basis  for  measurement  which  will  be  neither  so  low  as  to  make 
accomplishment  too  easy  nor  so  high  as  to  discourage  effort. 

It  is  important  for  the  Planning  Department  to  inspect  the 
performance  of  the  plans  which  it  has  laid  down.  When  it  sets  a 
quota  or  other  standard,  it  must  ascertain  later  whether  this  was 
possible  of  attainment.  In  this  way,  and  only  in  this  way,  can 
the  Planning  Department  perfect  its  own  practice,  and  constantly 
improve  its  technique  so  as  to  obtain  more  and  more  accurate 
results. 

A  standard  ordinarily  represents  the  best  method  of  perform- 
ing a  certain  operation  under  existing  conditions.  That  is,  it 
takes  into  consideration  both  theory  and  practice.  A  standard 
should  never  be  set  up  arbitrarily.     It  should  always  be  set  as 
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the  result  of  careful  investigation  and  analysis.  In  production, 
performance  standards  are  set  up  as  the  result  of  time  and  motion 
studies  and  on  the  basis  of  what  the  average  operator  should 
accomplish.  By  taking  a  large  number  of  observations,  it  is 
almost  always  possible  to  improve  the  method  which  has  been 
developed  by  the  workman  through  habit  or  imitation. 

The  same  thing  applies  to  marketing.  Careful  analysis  of  the 
work  of  the  salesman,  the  territory  in  which  he  operates,  the 
nature  of  the  product  he  sells,  results  in  the  setting  of  certain 
standards,  in  the  shape  of  territorial  allotments  and  selling 
quotas,  and  points  out  the  way  to  accomplish  these  goals,  by 
means  of  schedules  and  in  other  ways. 

A  standard,  like  any  other  type  of  plan,  should  be  neither  so 
rigid  as  to  prevent  modification  nor  so  flexible  as  to  necessitate 
constant  revision.  A  standard  implies  stability.  It  should  not  be 
set  until  investigation  has  made  fairly  certain  that  it  will  not 
have  to  be  changed  at  once.  On  the  other  hand,  conditions  are 
constantly  fluctuating,  particularly  in  markets.  But  it  is  usually 
possible  to  set  certain  basic  standards  and  to  revise  details  as 
often  as  the  Research  Department  indicates  that  this  is  necessary. 
It  is  also  essential  to  make  allowance  for  variations.  Thus  a 
standard  practice  manual  in  selling  work  must  alw^ays  be  cast  in 
more  general  terms  than  one  for  production,  where  conditions 
can  be  estimated  with  much  greater  accuracy. 

Standard  Practice. — When  a  standard  has  been  evolved 
as  the  result  of  careful  investigation  and  analysis,  it  should  be 
reduced  to  writing.  In  no  other  way  can  uniformity  and  agree- 
ment be  procured.  As  long  as  the  standard  remains  merely  a 
nebulous  unwritten  law,  its  observance  and  its  utility  are  circum- 
scribed by  individual  interpretation.  There  are  three  major  bene- 
fits to  be  expected  from  written  standard-practice  instructions : 

1.  The  activities  of  the  Marketing  Division,  in  so  far  as  pos- 
sible, will  be  reduced  to  a  routine  basis.  In  this  way,  all  strictly 
routine  duties  will  be  taken  from  the  executives,  leaving  tliem 
more  time  for  work  of  greater  importance. 

2.  Every  member  of  tl^e  Marketing  Division  will  know  def- 
initely, without  asking  questions,  what  course  of  action  to  pur- 
sue in  carrying  out  the  routine  laid  down  in  the  standard-practice 
instructions. 

3.  The  semi-automatic  character  of  the  organization  built  by 
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conformance  to  standard-practice  instructions  is  desirable  because 
it  saves  work  and  requires  less  supervision.  Furthermore,  it 
tends  to  counteract  the  harmful  effect  of  changes  in  personnel 
or  resulting  from  temporary  absences.  The  importance  of  the 
individual  in  selling  work  is  reduced  to  a  minimum,  the  chief 
thing  becoming  the  job  which  this  individual  holds. 

Standard-practice  manuals  may  well  be  written  on  loose-leaf 
pages.  As  soon  as  there  seems  to  be  need  for  divergence  from 
the  practice  laid  down  it  is  easy  to  make  changes  without  dis- 
turbing the  remainder  of  the  work.  It  is  advisable,  in  making 
changes,  to  have  the  approbation  of  the  head  of  the  Planning 
Department,  and  of  the  heads  of  the  departments  concerned  by 
the  change. 

Salesmen's  Territories. — The  sales  executive  ^  of  a  well- 
known  company  not  long  ago  made  this  illuminating  statement : 
"I  accuse  American  sales  executives  of  ignorance  of  some  of  the 
most  important  principles  of  laying  out  salesmen's  territories. 
For,  with  the  rarest  of  exceptions,  the  evidence  is  positive  that 
salesmen's  territories  are  laid  out  on  the  basis  of  state  boundaries 
— a  division  which  is  both  illogical  and  tremendously  wasteful. 
I  must  accuse  American  sales  executives  of  failure  to  conceive  of 
the  best  methods  of  making  the  most  of  their  investment  in  sales- 
men's compensation  and  expenses." 

He  goes  on  to  point  out  the  reasons  for  this  condition.  In  the 
first  place,  the  line  of  least  resistance  is  to  assign  certain  sales- 
men to  certain  states.  In  the  second  place,  the  great  increase  in 
methods  of  transportation  makes  it  necessary  for  sales  executives, 
under  present  conditions,  to  burden  themselves  with  a  great  deal 
of  extra  information  as  to  transportation  if  they  are  to  make  any 
pretense  of  scientific  routing.  The  result  is  that  the  overburdened 
sales  executives  throw  up  their  hands  and  allow  the  salesmen  to 
do  their  own  routing.  Finally,  the  best  sales  talent  is  employed 
to  sell  rigidly  within  a  certain  territorial  boundary,  including 
both  large  and  small  accounts.  Some  firms  have  junior  salesmen 
to  help  the  more  efficient  senior  force,  but  even  here  there  is  no 
approximation  to  scientific  procedure. 

The  system  of  territorial  representation  in  vogue  today  is  an 
example  of  what  happens  when  changes  in  organization  are  not 
made  to  correspond  with  changes   in  market  conditions.      The 

*J.   J.   Witherspoon,   Printers'  Ink   Monthly. 
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sales  executive  of  the  large  company  is  still  burdened  with  the 
work  of  a  routine  nature  which  should  logically  be  handled  by 
the  Planning  Department.  One  of  the  most  immediate  and 
valuable  results  of  the  functional  system  of  marketing  manage- 
ment is  the  elimination  of  waste  in  territorial  allotments.  The 
purely  territorial  method  gives  way  to  a  system  based  on  careful 
analysis  of  the  market,  the  methods  of  transportation,  and  the 
salesman's  ability.  Thus  a  salesman  of  high  caliber  is  not  forced 
to  call  upon  minor  accounts,  this  being  done  by  members  of  the 
selling  force  who  had  not  yet  proved  themselves. 

There  are  many  questions  of  policy  to  be  solved  in  connection 
with  territories.  There  is  the  thorn  of  contention  w^hich  arises 
when  distributors  or  agents  in  neighboring  territories  make  sales 
in  one  another's  sphere  of  influence.  A  Ford  agent,  for  example, 
can  make  a  sale  anywhere  he  pleases  provided  he  makes  enough 
sales  to  fill  his  quota.  A  Buick  agent,  on  the  other  hand,  must 
keep  within  his  own  territory,  and  if  a  purchaser  of  a  car  moves 
into  another  territory  before  the  expiration  of  a  certain  length  of 
time,  he  loses  his  commission  to  the  dealer  in  the  new  territory. 

Companies  have  tried  to  solve  this  question  in  different  ways. 
The  Westinghouse  Electric  and  Manufacturing  Company,  for 
example,  allows  its  jobbers  to  make  sales  anywhere  they  please, 
but  the  company's  merchandising  service  is  furnished  to  the 
jobber  only  in  his  own  territory.  Other  companies  allow  job- 
bers to  fight  the  question  out  among  themselves. 

The  Planning  Department,  in  all  such  cases  as  this,  must  sift 
the  evidence,  and  set  up  that  practice  which  appears  to  be  best 
from  the  standpoint  of  the  consumer. 

Routing. — Routing  has  always  been  considered  one  of  the 
sales  manager's  duties,  but,  once  having  assigned  the  analysis  of 
markets  to  the  Research  Department,  it  is  logical  to  provide  for 
routing  in  the  Planning  Department.  Correct  and  scientifically 
laid-out  routing  is  of  the  highest  importance  in  reducing  market- 
ing wastes.  While  this  constitutes  only  one  opportunity  for 
reducing  waste,  it  is  so  great  that  it  should  be  one  of  the  first 
matters  to  be  attended  to  in  any  scheme  of  reorganizing  market 
activities.  The  Dennison  Manufacturing  Company,  to  determine 
the  amount  of  time  spent  by  its  salesmen  in  traveling,  made  an 
analysis  in  which  it  was  found  that  40  per  cent  of  actual  work- 
ing time  was  spent  in  traveling,  from  15  to  20  per  cent  in  waiting, 
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25  per  cent  in  clerical  and  miscellaneous  work,  and  only  15  per 
cent  in  the  actual  selling  operation — that  is,  the  work  for  which  the 
salesman  was  hired.  In  the  Dictaphone  Corporation  it  was  found 
that  two  hours  out  of  the  working  day  were  devoted  to  selling. 

There  will,  of  course,  be  great  differences  in  the  routing  sys- 
tems worked  out  by  various  companies.  The  seller  of  a  con- 
venience product  sold  in  all  outlets  will  naturally  have  to  make  a 
much  more  elaborate  routing  system  than  the  seller  of  a  technical 
product  used  only  by  a  few  firms.  Similarly,  the  service  problem 
of  a  baking  company,  for  example,  would  entail  certain  limita- 
tions on  the  routing  system  employed. 

Quotas. — Quotas,  in  general,  are  of  two  kinds ;  the  first 
applies  to  market  territories  or  classifications;  the  second  applies 
to  the  individual  salesmen's  accomplishment.  Quotas  are  capable 
of  numerous  gradations.  There  is  the  quota  for  the  entire  com- 
pany's sales,  there  are  quotas  for  each  district  or  territory,  for 
each  city,  each  county,  each  town,  even  each  company  or 
customer. 

Quotas,  furthermore,  do  not  necessarily  imply  a  numerical 
sales  volume  alone.  Quotas  may  include  such  factors  as  the 
number  of  calls  to  be  made  per  day,  number  of  window  displays 
installed,  and  the  like.  Here  again,  as  in  the  case  of  all  standards, 
quotas  are  set  as  the  result  of  analysis  by  the  Market  Research 
Department  and  subsequent  development  by  the  Planning 
Department. 

Some  companies  follow  out  a  plan  of  increasing  the  sales 
quota  each  year  arbitrarily;  other  concerns  try  to  get  the  sales 
force  to  set  its  own  quota  at  the  sales  convention  or  at  some 
other  meeting;  still  other  firms  base  quotas  on  some  arbitrary 
and  artificial  index  of  market  possibilities.  Obviously,  the  cor- 
rect quota  can  be  formulated  only  by  combining  the  actual  ter- 
ritorial possibilities  with  a  forecast  of  business  conditions  for 
some  definite  future  period  during  which  the  quota  is  to  operate. 

As  summarized  in  Walter  S.  Hayward's  Sales  Administration, 
there  are  at  least  five  factors  to  be  considered  in  formulating  a 
scientific  sales  quota — (i)  the  population  or  users  of  the  product, 
(2)  the  records  of  sales  during  preceding  years,  (3)  the  strength 
of  competition  in  the  territory,  and  (4)  the  estimate  of  sales  for 
the  coming  year  as  correlated  with  the  (5)  forecast  of  business 
conditions. 
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Measurement  Control. — Standards  of  all  kinds  must  not 
only  be  set,  but  a  system  must  also  be  installed  which  will  measure 
the  degree  to  which  the  standard  is  attained.  The  tools  for  con- 
trol consist  of  forms,  blanks,  and  charts  of  various  kinds. 
It  is  very  simple  to  overdo  this  and  become  involved  in  a  mass 
of  red  tape.  It  is  almost  as  important  to  eliminate  forms  that 
are  not  particularly  useful  as  to  install  forms  that  are. 

All  instructions  sent  out  by  the  Planning  Department  should 
be  in  writing,  for  the  same  reasons  that  standard-practice  in- 
structions should  be  in  writing.  The  instruction  blank,  if  possible, 
should  be  made  up  so  that  the  salesman,  or  any  other  functionary 
concerned,  may  fill  it  in  with  as  little  trouble  as  possible.  Sales- 
men have  an  aversion  to  making  out  reports,  hence  the  easier  their 
task  is  made,  the  better  the  chances  are  of  getting  their  coopera- 
tion. If  possible,  the  salesman's  report  should  be  connected  in 
some  way  with  the  remuneration  which  he  is  to  receive  as  the 
result  of  completing  his  task  successfully. 

Coordination  of  Plans. — The  Planning  Department  is  the 
place  to  coordinate  all  plans,  and  to  shape  them  so  that  they  work 
in  harmony,  both  with  those  of  the  company  in  general  and 
with  those  of  the  various  Marketing  Departments. 

Coordination,  although  it  may  be  regarded  as  both  a  line  and 
a  staff  function,  is  here  purely  a  staff  activity.  The  basic  prin- 
ciple is  that  all  plans  should  pass  through  a  given  channel — that 
is,  the  Planning  Department — because  only  in  this  way  can  co- 
ordination be  secured.  It  should  be  a  fundamental  rule  that 
no  plan  should  'be  put  into  effect  without  first  going  througli 
this  channel. 

One  of  the  principal  features  of  the  coordination  with  other 
departments  of  the  company  is  the  control  of  production  in 
accordance  with  market  possibilities.  That  is,  the  production 
program  will  be  based  upon  the  estimated  market  demand.  Ac- 
cording to  a  prominent  engineering  authority  ^  the  analysis  of 
probable  sales  should  show : 

a.  The  total  demand  for  the  product  during  a  given  period 
of  time.  This  period  should  be  as  long  as  possible,  and  prefer- 
ably not  less  than  six  months. 

^  George  D.  Babcock,  in  an  address  entitled  "Production  Control,"  presented 
at  the  Annual  Meeting  of  the  American  Society  of  Mechanical  Engineers, 
December   1-4,   1924. 
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b.  Whether  or  not  this  demand  will  be  at  a  uniform  rate.  If 
not  uniform,  it  should  show 

c.  The  variation  in  demand  from  month  to  month,  or  even 
for  shorter  periods,  if  possible. 

Fig.  30  shows  a  graphic  coordination  of  a  marketing  and  pro- 
duction program. 

Conferences  and  Committees. — One  method  of  insuring  co- 
ordination of  effort  is  to  provide  suitable  conferences  and  com- 
mittees. This  not  only  serves  to  unify  procedure,  but  it  also 
keeps  everybody  informed  of  what  everybody  else  is  doing.  The 
Planning  Department  is  not  supposed  to  preside  over  such  dis- 
cussions, but  it  should  prepare  the  material  for  them.  As  at  pres- 
ent organized,  many  of  these  so-called  conferences  are  wastes 
of  time,  leading  mainly  to  confusion  and  misunderstanding.  Mat- 
ters often  come  up  which  are  obviously  out  of  place;  others  are 
discussed  on  which  there  are  no  adequate  data  to  serve  as  a  basis 
for  any  decision. 

The  Planning  Department  will  prepare  any  material  which 
is  submitted  to  it  as  the  subject  of  a  coming  conference.  If  it 
has  not  available  data,  it  will  requisition  them  from  the  Research 
Department.  In  minor  conferences,  the  department  head  most 
interested  should  lead  the  discussion  on  the  basis  of  the  outlined 
procedure  submitted  by  the  Planning  Department.  Theoretically, 
these  meetings  might  be  conducted  without  the  presence  of  the 
Marketing  Manager,  but  in  practice  he  is  usually  present.  All  he 
has  to  do  as  a  rule  is  to  give  his  formal  approval  to  the  decision 
made. 

The  matter  of  permanent  committees  has  already  been  dis- 
cussed in  Chapter  IX.  Suffice  it  to  say  here  that  the  Planning 
Department  should  always  be  represented  on  these  committees, 
and  sometimes  in  a  presiding  capacity,  fhe  chief  fault  to  be 
found  with  committees  in  general  is  that  there  is  no  mechanism 
for  carrying  through  the  decisions  made  there.  Each  member 
expects  some  other  member  to  do  whatever  is  necessary.  It  is 
the  function  of  the  representative  of  the  Planning  Department, 
therefore,  to  see  that  the  material  presented  is  worthy  of  dis- 
cussion, and  that  the  decisions  which  are  made  are  referred  to  the 
proper  agency  for  carrying  them  out,  and  finally  that  a  report 
should  be  made  to  the  Department  as  to  what  steps  have  been 
taken. 
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Figure  30.    Graphic  Coordination  of  Marketing  and  Production  Program 

In  this  particular  case  the  monthly  production  program  does  not  always 
coincide  with  the  monthly  sales  figures  because  it  has  proved  economical  to 
manufacture  a  minimum  size  of  lot.  This  minimum  may  be  larger  than  the 
expected  sales  at  the  beginning  and  end  of  the  program.  Furthermore, 
expected  sales  at  the  middle  of  the  program  are  larger  than  the  manufacturing 
facilities  of  the  plant.  Inventory,  therefore,  must  be  built  up  during  slack 
periods  of  demand. 

"Production  Control"  by  George  D.  Babcock.  Paper  presented  at  Annual 
meeting  of  American  Society  of  Mechanical  Engineers,   1924. 
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The  Marketing  Budget. — The  budget  includes  not  only  an 
estimate  of  sales  for  the  future,  but  also  of  the  costs  of  selling 
and  of  the  profit  to  be  secured.  It  will  include  also  the  adver- 
tising budget.  The  whole  marketing  budget  will  be  submitted 
to  the  budget  committee  of  the  company,  which  will  then  co- 
ordinate it  with  purchasing,  production,  and  administration. 

The  marketing  budget  should  not  be  merely  an  annual  affair. 
While  there  may  be  a  long-range  budget  for  at  least  a  year,  and 
possibly  longer,  there  should  be  monthly  corrections  of  this  to 
take  care  of  current  fluctuations.  The  procedure  would  normally 
be  as  follows : 

1.  Each  department  of  the  Marketing  Division  makes  up  an 
estimate  of  operations.  In  the  case  of  research,  planning,  train- 
ing, and  perhaps  service,  these  are  of  expenditures  only.  In  the 
case  of  sales,  and,  what  is  equally  important,  of  advertising  also, 
there  would  be,  in  addition  to  expenses,  an  estimate  of  results  to 
be  obtained.  The  Sales  Department's  figures  would,  of  course, 
form  the  basis  of  the  main  marketing  budget. 

2.  Next,  the  Marketing  Accounting  Department  proceeds  with 
the  making  up  of  the  budget ;  but  this  is  done  under  the  direction 
of  the  Marketing  Planning  Department.  In  other  words,  the 
creative  aspect  of  the  budget  is  the  province  of  the  Planning  De- 
partment, the  Marketing  Accounting  Department  being  called  in 
merely  because  it  has  the  technical  equipment  for  doing  this  type 
of  work.  It  is  charged  with  taking  care  of  all  the  details.  It 
brings  to  bear  on  the  problem  its  expert  knowledge  of  account- 
ing and  of  budgetary  procedure.  Nice  coordination  is  called  for 
here,  a  matter  which  is  discussed  in  the  chapter  on  Accounting. 

3.  The  budget  is  submitted  to  the  Marketing  Manager  for 
final  approval  before  being  sent  to  the  company  executives  or  to 
the  central  budget  committee. 

4.  Each  month's  reports  of  expenditures  and  sales  must  be 
compared  with  the  budget.  This  is  done  by  the  Marketing  Ac- 
counting Department.  Steps  are  taken  to  see  that  control  is 
effective.     These  are  taken  by  the  Marketing  Manager. 

The  Campaign. — The  w^ork  of  the  IMarketing  Planning  De- 
partment culminates  in  tlie  formation  of  the  marketing  campaign, 
which  embodies  all  the  ideas  and  plans  in  coordinated  form.  The 
campaign  is  a  term  here  used  to  cover  the  company's  marketing 
activities  in  the  field,  particularly  of  selling  and  advertising.  This 
matter  will  be  discussed  in  detail  in  later  chapters. 


CHAPTER  XII 

MARKETING  TRAINING 

Since  the  days  when  the  president  of  the  National  Cash  Register 
Company  earned  his  title  of  schoolmaster  to  a  class  of  salesmen, 
the  conception  of  training  in  selling  has  grown  and  broadened. 
It  has  now  developed  until  it  tends  to  include  not  only  the  process 
of  salesmanship  itself,  but  also  the  most  scientific  methods  of 
selecting  salesmen,  of  job  analysis  by  test,  and  of  a  concerted 
attempt  to  maintain  morale  in  the  most  effective  manner. 

As  a  rule,  it  takes  longer  to  train  a  good  salesman  than  it  does 
to  train  a  good  manual  workman.  This  is,  however,  a  good 
investment,  because  the  salesman  is,  after  all,  the  key  man  in 
modern  business.  More  and  more  general  managers  and  other 
ranking  executives  are  being  recruited  from  the  sales  force. 
Thus,  any  efforts  which  are  expended  towards  training  sales- 
men are  bound  eventually  to  yield  beneficial  results. 

The  term  training,  as  used  here,  includes,  broadly,  the  actual 
employment  of  those  best  fitted  for  marketing  work,  their  train- 
ing both  preliminary  to  and  after  they  are  on  the  job.  and 
finally,  in  collaboration  with  the  sales  and  planning  activities,  it 
assists  in  maintaining  the  morale  of  the  entire  marketing  organi- 
zation at  top  pitch.  (See  Fig.  31.)  Ordinarily  also,  it  would 
keep  individual  records  to  be  used  as  bases  for  remuneration  or 
promotion. 

The  Elimination  of  Waste. — Organized  personnel  work 
has  been  applied  mainly  to  production.  Yet  the  wastes  which 
exist  in  marketing  due  to  poor  selection  and  training  of  em- 
ployees are  still  great.  In  organizing  the  function  of  marketing 
training,  therefore,  certain  clearly  defined  aims  should  be  borne 
in  mind : 

I.  Everybody  in  the  organization  must  be  familiarized  thor- 
oughly with  his  duties.  The  application  of  the  principle  of  the 
division  of  labor  to  marketing  will  naturally  eliminate  much  over- 
lapping of  duties  and  thus  make  it  possible  for  each  man  to  become 
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more  familiar  with  his  own  job.  In  the  case  of  the  salesmen,  it  will 
be  necessary  to  unlearn  many  practices  which  are  commonly 
taught.  The  goal  of  the  salesman  is  not  to  sell  the  most  goods 
possible  at  a  given  moment,  but  to  set  up  the  satisfied  consumer  as 
the  objective.  The  salesman  must  know,  for  example,  how  big  an 
order  a  dealer  ought  to  give  and  the  nature  of  his  requirements. 
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Figure  31.     Functions  of  Marketing  Training 
The  word   training,  as   used  in  this  book,  has   a   wider   appHcation  than   in 
ordinary  parlance.     Marketing  training  has  to  do  with  all  the  personnel  aspects 
of  the  Company's  marketing  problems.     As  such,  training  is  perhaps  the  most 
important  of  all  the  functions  of  Scientific  Marketing. 


2.  The  actual  selling  process  must  be  reduced,  so  far  as  pos- 
sible, to  set  standards.  Salesmanship,  as  a  science,  must  be 
taught  with  a  view  to  serving  the  consumer.  The  old  idea  that 
a  salesman  receives  his  power  in  some  mysterious  fashion  must 
give  way  to  the  new  theory  that  selling  can  be  taught. 
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3.  The  cost  of  training  must  be  reduced.  This  will  be  done 
partly  by  careful  selection,  and  partly  by  the  employment  of 
experts  in  teaching,  who  will  be  able  to  train  men  most  efficiently 
in  the  shortest  given  space  of  time. 

4.  Labor  turnover  must  be  reduced.  Hence  the  policy  of  care- 
ful advance  selection  must  be  supplemented  by  a  policy  of  main- 
taining morale  and  of  supplying  the  proper  incentives  to  best 
effort. 

Organization  of  Marketing  Training. — The  exact  organ- 
ization of  the  marketing  training  function  must  of  necessity 
vary  with  the  company  in  question.  There  are,  however,  cer- 
tain practices  which  may  be  given  a  fairly  wide  application. 

In  the  first  place,  large  companies  frequently  have  central  per- 
sonnel departments.  If  such  a  department  exists,  it  will  already 
have  provided  in  a  general,  although  elementary,  manner  for 
many  subjects  which  the  so-called  Marketing  Training  Depart- 
ment would  cover.  There  is  little,  in  fact,  which  a  Marketing 
Training  Department  does  which  any  good  personnel  department 
does  not  attempt  to  do,  except  that  the  former  carries  its  activi- 
ties to  a  somewhat  higher  degree  of  specialization. 

The  first  matter  to  inquire  into,  if  the  company  has  a  central 
personnel  department,  is  as  to  the  duties  of  this  department.  It 
may,  for  example,  cover  simply  the  question  of  employ- 
ment, in  which  case  the  Marketing  Training  Department  would 
hardly  conflict  with  it.  H.  G.  Kenagy,  Director  of  Training 
of  the  Department  of  Personnel  of  Armour  &  Company,  is  of 
the  opinion  that  the  ''greatest  success  in  developing  personnel 
has  been  achieved  where  a  central  personnel  department  has  con- 
ducted the  necessary  research  upon  which  to  develop  educational 
methods."  He  holds  that  the  actual  training  should  be  done  by 
the  Marketing  Training  Department,  but  claims  justly  that  there 
are  some  advantages  in  a  centralized  training  department  which 
coordinates  training  efforts  throughout  the  company. 

At  Armour  &  Company,  training  of  personnel  is  handled  by 
three  separate  divisions  in  the  Personnel  Department,  one  each 
for  plant,  office,  and  sales,  with  a  special  director  of  training  to 
advise  with  them,  particularly  as  regards  the  preparation  of 
training  material  and  the  organization  of  training  plans.  The 
major  part  of  training,  however,  will  be  done  by  the  line  or- 
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ganization.     The  Personnel  Department  merely  prepares,  plans, 
and  supervises  the  training  methods. 
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Figure  32.  Example  of  a  Marketing  Training  Department 
The  Baker-Vawter  Company,  manufacturers  of  loose-leaf  and  filing  equip- 
ment, Benton  Harbor,  Michigan,  has  a  special  department  for  hiring,  training, 
and  directing  its  sales  force'.  This  department  is  in  charge  of  the  Assistant 
Sales  Manager.  The  salesmen  are  hired  through  the  educational  manager 
of  the  company,  then  put  through  the  company  school  at  Benton  Harbor.  The 
department  also  assigns  them  to  territories,  either  directly  or  through  district 
managers,  prepares  their  contracts,  analyzes  their  sales  efforts,  gives  additional 
training  outside  of  the  class  work  after  they  are  assigned  to  territories, 
watches  their  progress,  keeps  records  to  show  their  accomplishments,  and  takes 
care  of  the  administrative  detail  of  the  sales  department. 


In  any  event,  marketing  training  should  represent  a  separate 
activity  of  the  central  Personnel  Department.  The  Marketing 
Training  Department  will  bear  the  same  relation  to  the  Marketing 
Division  that  the  central  Personnel  Department  bears  to  the 
company.     The  former  is,  for  the  most  part,  a  staff  department, 
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with  the  exception  of  the  training  function  proper.  It  exercises 
no  direct  authority  over  the  movements  of  the  sales  force.  The 
Marketing  Manager  uses  it  mainly  as  a  tool  in  the  more  efficient 
direction  of  the  Division.  Fig.  7,2  shows  how  one  company 
organizes  its  marketing  training  activities. 

Many  well-known  companies  are  primarily  sales  organizations, 
in  which  case  the  personnel  department  already  has  to  do  almost 
entirely  with  marketing  activities.  This  is  true  of  large  retail 
establishments  and  also  of  many  wholesale  establishments. 

Here,  marketing  training  is  fundamental.  Other  companies 
have  not  a  large  enough  marketing  problem  to  make  a  separate 
division  of  training  possible.  In  many  cases,  however,  the  func- 
tion should  be  provided  for  even  if  only  part  of  one  man's  time 
is  given  over  to  this  purpose.  The  important  thing  in  scientific 
marketing  is  to  make  formal  provision  for  each  function  and  to 
recognize  it  as  deserving  of  conscious  and  separate  attention. 
Fig.  33  illustrates  a  model  organization  set  up  for  a  retail  concern. 

The  Department  Head. — It  is  extremely  important  to  se- 
cure a  good  man  tO'  take  charge  of  the  Marketing  Training  De- 
partment. Even  though  his  department  may  be  a  small  one, 
the  man  in  charge  must  be  of  high  caliber  and  of  mature 
judgment. 

Certain  companies  prefer  to  place  in  charge  of  this  department 
some  veteran  salesman  who  has  been  with  the  company  long 
enough  to  know  all  the  men,  to  have  won  their  respect,  and  w'ho 
is  fully  acquainted  with  all  the  problems  of  the  company.  The 
trouble  with  this  plan  is  that  such  men  often  lack  the  ability  to 
teach.  When  it  is  possible  to  get  an  employee  with  the  proper 
requisites,  his  efforts  may  be  expected  to  bring  results  from  the 
start. 

Often,  in  setting  up  a  new  organization,  it  is  preferable  to 
have  a  specially  appointed  manager  for  marketing  training  until 
the  new  regime  is  working  smoothly.  This  man  must,  of  course, 
be  thoroughly  conversant  with  scientific  marketing.  If  desired, 
a  liaison  with  the  Personnel  Department  can  be  made  later,  after 
the  new  organization  is  operating  smoothly.  The  Marketing 
Training  Department  need  be  but  a  comparatively  small  affair 
unless  a  great  many  new  men  are  being  taken  in.  Even  so,  its 
manager  is  an  official  of  the  greatest  importance.  He  may  well  be 
first  assistant  to  the  Marketing  Manager. 
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Hitherto,  it  has  been  the  Sales  Manager  who  has  been  charged 
with  the  maintenance  of  morale.  Under  this  system,  the  Sales 
Manager  would  be  assisted  in  this  activity  of  the  Marketing 
Training  Department.  The  Marketing  Training  Manager  must 
be  expert  in  methods  of  obtaining  good  team  work.  He  must 
know  what  incentives  can  be  applied  for  inspirational  purposes 
and  he  should  be  able  to  choose  the  methods  which  will  prove 
most  effective  for  the  company's  particular  problems. 

Sources  of  Marketing  Personnel. — Under  ordinary  condi- 
tions, any  firm  installing  a  scientific  marketing  system  will  find 
itself  already  possessed  of  a  sales  force  of  some  sort.  It  may 
be  large  or  small,  centralized  or  decentralized,  efficient  or  in- 
efficient, but  in  every  case  it  is  the  point  of  contact  with  the  cus- 
tomer and  hence  a  vital  factor.  It  must  be  regarded  as  a  tool  to 
be  improved  upon  rather  than  replaced.  Few  of  the  salesmen 
available  can  be  expected  to  have  an  understanding  of  organiza- 
tion principles,  since  little  sales  effort  has  ever  been  put  on  an 
organization  basis.  Since  such  an  understanding  is  essential,  the 
installation  of  the  system  may  require  dispensing  with  the  services 
of  some  of  the  salesmen  who  are  unable  to  adapt  themselves  to 
the  new  conditions. 

In  any  event,  new  men  must  be  procured  at  more  or  less  fre- 
quent intervals,  and  in  the  reorganization  there  will  be  a  need 
for  a  larger  force  than  under  ordinary  conditions.  Hence  the 
question  of  sources  of  personnel  is  of  particular  importance. 

There  are,  as  a  rule,  four  principal  sources  of  sales  material. 
There  is  the  company  itself;  there  are  other  organizations,  either 
in  the  same  field  or  in  other  fields;  there  are  schools  of  various 
kinds,  and  there  is  advertising. 

The  advantage  of  getting  men  from  the  organization  is  that 
they  are  already  imbued  v/ith  the  company  principles,  know  the 
ropes,  and  are  generally  more  valuable  in  a  shorter  length  of  time 
than  are  totally  new  men.  It  is  sometimes  feasible  to  get  a  Mar- 
keting Planning  Manager  from  the  Production  Planning  De- 
partment, or  a  Marketing  Training  Manager  from  the  Personnel 
Department,  or  a  market  analyst  from  the  Engineering  Depart- 
ment.    But  this  plan  has  only  the  most  limited  application. 

Anotlier  source,  frequently  used,  is  other  companies.  For 
example,  the  F.  E.  Booth  Company  of  San  Francisco  tries  to 
recruit  its  sales  help   from  its  various  canneries,   but  has  been 
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successful  only  in  part.  Sales  personnel,  therefore,  has  been 
mainly  recruited  from  fields  of  endeavor  closely  allied  to  the 
company's  own  activities.  The  Lamson  Company  of  Syracuse, 
N.  Y.,  according  to  H.  D.  Posey,  manager  of  its  Industrial 
Division,  gets  its  selling  and  engineering  recruits  after  they 
have  obtained  a  diversified  business  experience  in  many  other 
lines  of  work.  This  previous  experience  is  regarded  as  valuable 
because  these  salesmen  can  bring  to  the  manufacturer,  banker, 
or  merchant  a  broadened  vision  which,  coupled  with  the  training 
devices  employed  by  the  company,  makes  the  Lamson  represen- 
tative a  much-valued  counselor  in  matters  regarding  the  handling 
of  papers  and  packages. 

In  general,  however,  getting  men  from  other  companies  is  re- 
garded as  an  unsatisfactory  practice.  The  man  thus  secured 
has  been  trained  in  other  policies  and  methods,  and  thus  will  as 
a  rule  have  to  be  re-trained.  This  is  normally  more  difficult 
than  the  training  of  a  raw  recruit.  Furthermore,  a  man  who 
can  be  weaned  away  easily  from  one  organization  can  possibly 
be  weaned  away  with  equal  ease  from  his  new  employer,  thus 
increasing  labor  turnover. 

The  man  who  is  highly  trained,  regardless  of  the  manner  of 
his  training,  is  becoming  more  and  more  of  a  factor  as  the 
attempt  to  functionalize  marketing  activities  increases.  Thus  the 
college  and  the  specialized  business  school  are  of  increasing  im- 
portance in  the  supply  of  sales  material.  In  fact,  the  existence 
of  the  business  school  depends  on  furnishing  satisfactory  recruits 
for  the  executive  business  functions.  Just  as  the  engineering 
school  is  designed  primarily  to  fill  the  needs  of  production,  so  the 
college  of  business  administration  largely  furnishes  embryo  mar- 
ket material.  Advertising  is  sometimes  a  good  method  of  get- 
ting men,  provided  the  subsequent  processes  of  selection  are 
properly  carried  out.  Another  method  is  to  use  the  present  sales 
force  as  a  recruiting  organization  for  likely  material. 

From  whatever  source  procured  it  is  admittedly  difficult  to 
obtain  good  material  for  the  Marketing  Division.  The  best  that 
can  be  hoped  for  at  present  is  to  secure  good  raw  material  and 
to  have  the  company  itself  undertake  the  task  of  training. 

Selection. — The  scientific  selection  of  personnel  for  the 
Marketing  Division  is  an  essential  part  of  the  work  of  the  Market- 
ing Training  Department.   Even  where  a  central  personnel  depart- 
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ment  does  the  actual  hiring,  the  appHcant  should  be  made  to 
satisfy  the  requirements  of  the  Marketing  Division  if  he  is  to  be 
employed  there. 

Selection  under  a  scientific  marketing  system  is  somewhat 
different  from  that  of  a  company  which  does  not  functionalize 
marketing,  because  under  the  latter  scheme  men  are  required 
who  can  do  almost  anything  which  comes  up  within  the  whole 
range  of  marketing.  It  is  well  known,  however,  that  the  best  sales 
type  is  not  adapted  to  perform  duties  outside  of  actual  selling. 
For  this  reason  men  who  are  past  masters  of  the  art  of  selling 
as  such  often  fail  in  the  ordinary  company  because  they  have 
not  the  patience  or  the  faculty  for  detail  which  is  such  an 
essential  part  of  their  job  as  now  constituted. 

Under  a  functionalized  system,  it  is  possible  to  take  a  man  who 
does  not  fit  the  classic  requirements  for  sales  work  and  utilize 
him  in  one  of  the  other  marketing  departments  where  a  high 
degree  of  selling  ability  is  not  called  for,  as  for  example  in  the 
Research  or  Planning  Department.  On  the  other  hand,  a  man 
of  the  pure  sales  type  can  often  be  used  to  excellent  advantage 
in  the  Sales  Department  under  the  functional  system,  even  though 
he  may  be  quite  unqualified  for  other  marketing  pursuits. 

The  more  a  task  is  subdivided,  the  less  versatile  is  the  worker 
required  for  it.  Thus  a  man  might  qualify  for  the  Marketing 
Planning  Department  even  though  his  deficiency  in  personal 
magnetism  might  disqualify  him  for  selling.  In  the  latter  event 
he  might  be  procured  for  half  what  the  high-calibred  salesman 
would  cost.  One  reason  why  the  salesman  commands  his  present 
high  price  is  because  he  has  to  be  capable  of  doing  so  many 
things.  As  soon  as  the  task  becomes  simplified,  payrolls  can  be 
reduced. 

The  undertaking  must  be  extensive  enough,  of  course,  to  per- 
mit hiring  a  considerable  number  of  people.  Otherwise  the 
economies  due  to  division  of  labor  are  not  obtainable. 

Bases  of  Selection. — Presumably  there  are  certain  qualities 
which  are  to  be  found  exclusively  in  the  good  salesman ;  but  there 
is  considerable  disagreement  in  regard  to  just  what  these  quali- 
ties are.  Thus  one  executive  says  the  more  he  knows  of  success- 
ful salesmen,  the  more  he  is  amazed  by  their  utter  lack  of  con- 
formity to  any  classification  save  determination,  and  the  ability 
to  accomplish  what  they  set  out  to  do.     Another  sales  manager 
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asserts  there  is  no  fixed  rule  for  selection  of  salesmen,  because 
first-class  selling  ability  may  be  found  almost  anywhere. 

Contrary  to  these  opinions  are  the  views  of  those  who  believe 
it  possible  to  determine  what  qualities  are  most  important  for 
the  salesmen  to  have  and  then  to  learn  by  interview,  information 
blanks,  and  tests  whether  the  individual  possesses  the  requisite 
qualities. 

Owing  to  the  relatively  high  cost  of  training  salesmen,  this 
preliminary  sifting  process  should  be  carried  out  efficiently.  The 
technique  of  tests  is  as  yet  in  the  experimental  stage,  although  it 
has  been  demonstrated  to  the  satisfaction  of  some  executives  that 
they  are  of  the  highest  importance.  For  example,  the  personnel 
manager  of  one  of  the  largest  bond  houses  in  the  country  has 
found  that  the  application  of  tests  to  prospective  salesmen  has 
resulted  in  refusing  positions  to  many  men  who  would  have  been 
hired  under  the  old  standards.  To  determine  whether  these 
men  actually  were  unfitted  for  selling,  a  number  of  them  were 
tried  out,  and  in  each  case  the  man  failed  to  earn  his  expenses. 
Thus  in  this  company  no  man  is  hired  who  fails  to  pass  the 
psychological  tests. 

The  application  blank  has  also  shown  great  development  in 
the  past  few  years.  Not  only  does  it  furnish  a  great  deal  of 
valuable  information,  but  it  can  also  be  made  to  serve  as  the  basis 
for  the  permanent  record  which  is  kept  of  the  salesman  as  long 
as  he  is  with  the  company. 

The  Job  Analysis. — It  is  obvious  that  the  training  pro- 
gram in  every  company  wall  revolve  around  certain  fundamental 
principles,  but  that  in  each  company  there  will  be  conditions  which 
call  for  special  training.  These  special  conditions  should  be  made 
clear  by  means  of  what  is  known  as  the  job  analysis  and  by 
the  preparation  of  a  definite  set  of  specifications  for  each  type  of 
job  in  the  Marketing  Division. 

Job  analysis  as  applied  to  salesmen  is  comparatively  new,  and 
in  many  ways  is  much  more  difficult  than  to  make  an  analysis 
of  a  production  job.  In  the  first  place  the  salesman  is  seldom 
under  direct  supervision.  In  the  second  place,  the  job  of  selling 
is  more  complicated,  depending  more  upon  individual  personal 
traits  than  upon  the  accomplishment  of  a  certain  specific  and 
measurable  task. 

Hence,   the   job   analysis   in   selling   will   revolve   around   the 
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methods  which  form  the  bases  of  what  may  be  termed  scientific 
salesmanship.  The  American  Management  Association  divides 
these  methods  into  habits  concerned  with  action,  language,  and 
thinking : 

1.  Habits  of  action  include  everything  that  the  salesman  does; 
hence  the  job  analysis  should  set  up  as  an  objective  every  duty  the 
salesman  must  perform  in  this  particular  company. 

2.  Habits  of  language  include  what  the  salesman  should  say 
to  his  customers.  It  has  been  well  demonstrated  that  there  are 
certain  best  methods  of  approach,  certain  arguments  which  are 
most  effective,  certain  answers  which  will  overcome  objections 
in  the  best  manner.  The  job  analysis  sets  up  a  standard  for 
the  actual  conduct  of  the  sales  process. 

3.  Habits  of  thinking  include  those  w^iich  have  been  proved 
helpful  in  the  selling  process.  Since  the  salesman  is  under  any 
conditions  inclined  to  be  mercurial,  these  habits  of  thought  will 
often  determine  his  attitude  towards  his  job,  and  the  development 
of  the  opportunities  before  him.  The  methods  for  maintaining 
morale  will  be  largely  built  around  the  objectives  set  up  in  this 
preliminary  job  analysis.  Habits  of  thinking  naturally  will  be 
of  universal  application  to  all  selling  jobs.  Hence  it  will  be 
particularly  valuable  to  obtain  the  experience  of  other  companies 
along  these  lines. 

Job  analysis  will  also  take  into  consideration  the  difficulties 
and  obstacles  to  be  met  by  the  salesman,  and  will  include  in  the 
training  course  the  best  methods  of  overcoming  them.  In  one 
company,  an  investigation  was  made  of  men  who  had  left  the 
employ  in  order  to  find  out  what  had  been  the  reason  for  their 
leaving.  On  the  basis  of  this  investigation  it  was  possible  to 
change  conditions  so  that  turnover  would  be  reduced  in  the  fu- 
ture. 

Training. — Under  the  scientific  marketing  system,  every 
man  in  the  Marketing  Division  should  be  trained  for  his  special 
job.  In  actual  practice,  the  problem  of  training  the  selling  force 
is  usually  the  greatest.  Generally  speaking,  there  are  three  pos- 
sible methods  of  training,  all  of  which  are  good  in  certain  cases 
and  all  of  which  can  be  combined  if  desired.     These  are: 

I.  Pre-training,  either  by  a  company  school  or  by  special  in- 
struction. 


MARKETING  TRAINING  193 

2.  Training  on  the  job,  either  by  correspondence,  special  rep- 
resentatives, or  otherwise. 

3.  Training-  by  transfer  from  one  department  to  another, 
Pre-training  is  especially  valuable  for  the  coaching  in  principles 

and  theory;  training  by  transfer  insures  an  all-round  knowledge 
of  the  company  and  its  problems;  training  on  the  job  gives  that 
drilling  which  is  so  necessary  to  insure  that  the  previous  training 
is  remembered  and  observed.  It  is  obvious  that  the  best  and 
most  scientific  training  course  would  embody  all  these  various 
elements. 

In  this  connection  it  is  interesting  to  note  the  suggestions  mak- 
ing up  a  training  course  for  salesmen,  as  prepared  by  the  Ameri- 
can Management  Association  on  the  basis  of  Dr.  W.  W.  Charters' 
book  on  Curriculum  Instruction : 

1.  Determine  the  major  objectives  of  the  training  course. 
This  is  done  by  means  of  the  job  analysis. 

2.  Break  up  the  policies  of  the  company  and  the  activities  of 
salesmen  into  practical  working  units.  This  means  showing  how 
a  certain  thing  is  done. 

3.  Arrange  the  training  material  in  the  order  of  importance. 
This  differs  with  the  individual  company.  The  most  important 
topics  should  come  first. 

4.  Raise  to  positions  of  higher  order  in  this  list  those  ideals 
and  activities  which  are  high  in  value  for  new  salesmen  but  low 
in  value  for  older  salesmen.  That  is,  the  new  salesmen  must 
learn  much  routine  which  the  older  salesmen  already  know. 

5.  Determine  which  of  the  policies  and  activities  listed  should 
be  handled  in  the  office  or  classroom  and  which  should  be 
taught  in  the  salesman's  territory.  That  is,  company  policies 
w^ould  be  taught  in  the  classroom,  the  nature  of  the  product  by 
apprenticeship  in  the  production  department,  and  final  sales  train- 
ing by  a  field  instructor,  thus  combining  the  three  types  of 
training. 

6.  Collect  the  best  practices  of  salesmen  in  other  companies. 

7.  Arrange  the  training  material  in  the  order  in  which  it  can 
best  be  assimilated  by  the  salesmen.  This  means  primarily  grad- 
ing for  difficulty.  Fig.  34  shows  the  outline  of  a  training  course 
prepared  for  machine-tool  salesmen  by  the  National  Machine 
Tool  Builders'  Association. 


I.  Development  of  Sales  Ability 

(a)  Analysis  of  prospect 

(b)  Selling  power  of   proper  presen- 
tation 

(c)  Importance    of    complying    with 

selling  system 

(d)  Salesmen's  reports 

(e)  Punctuality   in    appointments 

(f)  Persistency  in  calls 

(g)  Honesty  in   representing  product 
(h)   Importance  of  approach 

(i)    Ability     to      think     and     relate 

thoughts 
(j)     Analysis  of   territory 
(k)    Conservation  of   time 
(1)    Value  of  knowing  when  to  stop 

talking 
(m)  Unqualified  belief  in  product 

2.  Development  of  Knowledge  of 
Product 

(a)  Experience    by    actually    having 

made  or  used  product 

(b)  Technical  points  or  advantages 
in  product 

(c)  Salient    features    which    can    be 

based    on    engineering   principles 
or  technical   features. 

(d)  To  simply  and  convincingly  pre- 
sent the  product 

(e)  History  of  product 

(f)  Knowledge  of  raw  materials  used 

(g)  Knowledge  of  physical  capacity 
of  plant 

(h)  Knowledge  of  factors  that  influ- 
ence delivery 

(i)  Knowledge  of  usefulness  of 
product 

(j)  Knowledge  of  performance  of 
product 


3.  Familiarity  with   Company's 
Policies 

(a)  Standard   of    ethics 

(b)  Policy  in  rendering  service 

(c)  To    what    extent    concern    is    re- 

sponsible 

(d)  Knowledge    of    attitude    toward 
competition 

(e)  Knowledge  of  advertising  policies 

(f)  Knowledge   of   policy  on  adjust- 

ments 

(g)  Knowledge  of  traffic  regulations 
and  policies 

(h)   Knowledge     of     relations     with 

dealers  and  agents 
(i)    Knowledge  of  sales  manual 

4,  Familiarity  with  Finance 

(a)  Knowledge   of   terms   of    sale 

(b)  Familiarity  with  market  condi- 
tions 

(c)  Close  study  and  analysis  of  com- 

pany's statistics 

(d)  How  to  read  signs  in  market 

(e)  Peculiarities  of  others  in  financ- 

ing  sales 

(f)  Familiarity  with  instruments  of 
credits,  such  as  drafts,  notes, 
chattel  mortgages,  acceptances, 
shipping  documents,   etc. 

5.  Development   of    Personality 

(a)  Personal   magnetism 

(b)  Power  of   speech 

(c)  Quick  thinking 

(d)  Analyzing  prospect 

(e)  Habits  of  action 

(f)  Truthfulness,  punctuality,  neat- 
ness 

(g)  Attention   to  business 
(h)   Reliability 

(i)    Attitude  toward  competitors 
(j)     Self-confidence 


Figure  34.  Outline  of  Training  Course 
This  is  the  proposed  course  of  training  submitted  by  a  committee  of  the 
National  Machine  Tool  Builders'  Association,  with  the  recommendation  that 
each  machine-tool  salesman  should  be  required  to  take  it.  It  shows  a  marked 
tendency  to  correct  the  former  one-sided  system  of  training  which  emphasized 
only  high-powered  salesmanship. — Printers'  Ink,  October    12.    IQ25,  p.  86. 
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Methods  o£  Pre-training. — Probably  every  company  of 
moderate  size  should  make  some  definite  provision  for  schooling, 
even  though  it  consists  of  nothing  more  than  an  assistant  to  the 
Marketing  Manager  and  a  clerk.  This  would  be  sufficient  to 
give  instruction  to  raw  recruits  in  marketing  practice,  and  various 
other  courses,  particularly  in  regard  to  market  analysis,  planning, 
and  selling. 

Things  to  Check  Up  Before  the  New  Sales- 
man's Training  Is  Complete 

1.  Have  him  repeat  the  new  mechanical  feature  demonstration  sales 
talk  (covered  in  Part  II,  Item  1.) 

2.  Have  him  write  an  order  in  all  its  details — ^you  acting  as  the 
prospect.     (Covered  in  Part  III,  Item  4.) 

3.  Have  him  give  a  demonstration  with  "A  Ride  in  a  Chevrolet"  with 
either  you  or  one  of^your  organization  acting  as  the  prospect. 
(Covered  in  Part  IV,  Item  4.) 

4.  Have  him  give  you  a  road  demonstration,  and  be  sure  he  knows 
how  to  properly  handle  the  car  and  give  a  good  sales  talk  ending 
with  asking  for  the  order  and  bringing  the  prospect  to  the  sales 
room.  (Part  IV,  Item  5.) 

5.  Have  him  turn  in  his  list  of  review  questions  on  the  booklet  *'The 
Chevrolet  6%  Purchase  Certificate — Where,  When  and  How  to 
Sell  It." 

Figure  35.     How  the  CHE\Tioi.ET  Company  Plans  a  Training  Course  for 

ITS  Distributors'  Sales  Force 
The  company  which  does  not  have  contact  with  consumers  under   its   own 
control  can  often  insure  bettered  conditions  by  preparing  scientifically  formu- 
lated schedules  of  instruction  tO'  be  used  by  distributors. 

The  preliminary  schooling  will  be  particularly  important  at 
first  because  it  will  be  neither  feasible  nor  possible  to  get  expe- 
rienced men  of  the  type  desired. 

The  character  of  the  pre-training  will  depend  upon  the  nature 
of  the  company's  sales  problems,  and  upon  its  size.  A  company 
whose  sales  force  merely  has  to  take  orders  will  have  a  simpler 
training  problem  than  the  one  whose  sales  force  must  render 
expert  selling  service. 
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Where  the  sales  force  is  widely  scattered,  as  it  is  when  the 
firm  maintains  branches  throughout  the  country,  the  training 
must  necessarily  be  simpler  than  when  a  large  central  school  is 
conducted  with  expert  teachers.  Some  companies  give  short 
preliminary  training  in  their  branches,  and  then  take  the  promis- 
ing material  for  further  instruction  at  the  home  office. 

Some  companies,  instead  of  maintaining  a  regular  school,  ar- 
range to  have  new  employees  spend  a  few  hours  in  each  division 
of  the  company,  where  they  receive  talks.  It  is  doubtful  whether 
this  is  such  an  efficient  method  as  the  central  school  under  an 
experienced  teacher. 

Another  complication  enters  where  the  sales  force  is  under  the 
control  of  distributors,  as  is  the  case  in  the  majority  of  automo- 
bile companies.  The  Chevrolet  Company,  in  this  connection, 
makes  use  of  a  booklet  giving  instructions  to  dealers  as  to  the  best 
method  of  training  their  sales  forces.  Fig.  35  illustrates  what 
the  new  salesman  should  be  proficient  in  before  his  training  is 
completed. 

Training  on  the  Job. — The  majority  of  companies  already 
realize  that  pre-training  is  not  sufficient,  but  that  this  preliminary 
education  must  be  followed  up  with  actual  instructions  in  selling. 
This  can  be  given  either  by  correspondence  or  by  means  of  field 
instructors.  The  correspondence  method  is  admittedly  less  sat- 
isfactory than  training  on  the  job,  but  is  often  necessary  when 
the  sales  force  is  widely  scattered,  or  when  the  company  is  too 
small  to  afford  a  field  instructor.  Fig.  36  shows  the  outline  of  a 
training  course  for  salesmen  of  Studebaker  cars,  conducted  ac- 
cording to  the  methods  of  the  Business  Training  Corporation. 
Fig.  37  shows  the  form  for  rating  salesmen  who  have  taken  the 
course. 

Salesmen  for  some  firms,  such  as  the  American  Rolling  Mill 
Company,  are  given  special  schooling  while  working,  although 
not  during  the  company's  working  hours.  This  course  of  study 
covers  a  period  of  two  years  and  includes  such  subjects  as  chem- 
istry, physics,  general  metallurgy,  blueprint  reading,  economics, 
industrial  history,  salesmanship,  psychology  of  business,  business 
law,  correspondence,  and  public  speaking.  In  otlier  words,  here 
is  an  attempt  to  supply  the  deficiencies  of  the  ordinary  salesman. 

The  Burroughs  Adding  Machine  Company,  which  has  always 
been  a  pioneer  in   selling  methods,   has  prepared  a   selling  and 


Brief  Outline  of  the  Gourse 

Unit  I — Impressing  Studebaker  Value 

Why  organized  selling  beats  hit-or-miss  selling;  the  best  procedure 
in  greeting  prospects,  in  showing  the  car  to  new  prospects,  and  in 
finding  out  what  the  prospect  wants;  impressing  the  prospect  with 
Studebaker  value  in  the  first  showing  and  sales  talk;  how  to  avoid 
premature  discussion  of  trade-in  allowances  and  other  pitfalls  at 
the  outset  of  the  sale. 

Unit  II — Demonstrating  Studebaker  Performance 

The    real    purpose    of    road    demonstrations;    the    best    procedure; 
proving  the  exceptional  performance  of  Studebaker  cars;  increasing 
the  prospect's  desire  through  the  accompanying  sales  talk;  how  to' 
maT<e  sales  talks  convincing  and  resultful. 

Unit  III — Explaining  Studebaker  Dependability 

How  to  handle  the  prospect  who  wants  to  know;  when  and  how  to 
explain  mechanical  features;  strengthening  the  prospect's  confidence 
through  the  reserve  talk  on  features  of  engineering  design,  materials, 
and  workmanship;  how  to  bring  out  other  elements  in  the  reserve 
talk  which  wiU  help  to  insure  the  sale. 

Unit  IV — Overcoming  Objections  and  Doubts 

How  to  dispose  of  objections  in  such  a  way  as  to  satisfy  the 
prospect  without  raising  arguments  or  new  objections;  handling 
unfavorable  personal  reactions;  meeting  competitive  claims  and 
criticisms;  when  and  how  to  make  competitive  comparisons;  swing- 
ing back  into  constructive  selling. 

Unit  V — Dealing  With  Prospects 

Importance  of  good  sales  technique;  a  working  classification  of 
automobile  prospects;  adaptation  of  selling  methods  to  individual 
prejudices  or  requirements;  intensifying  the  prospect's  desire  for  a 
Studebaker    car;    handling    difficult    situations;    clinching   the   order 

Unit  VI — Reaching  Out  for  Prospects 

Practical  methods  of  analyzing  territory  and  locating  fresh  pros- 
pects; securing  the  cooperation  of  Studebaker  owners;  cultivating 
boosters  and  other  good  sources  of  new  prospects;  getting  in  touch 
with  the  new  prospect;  using  system  to  help  build  sales;  oppor- 
tunities in  Studebaker  salesmanship. 


Figure  36.     Outline  of  Training   Course   used  by   the   Studebaker 

Corporation 

Training  on  the  job  can  sometimes  be  carried  on  successfully  by  means  of 
correspondence  courses.  The  individual  salesmen  are  enrolled  in  the  course 
and  given  a  definite   program  of   instruction. 
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service  manual  which  every  man  in  the  organization  has  to  study 
and  upon  which  he  must  pass  a  written  examination.  Even  the 
old  salesmen  take  the  course  in  bookkeeping.  The  company 
planned  the  manual  so  that  the  more  elementary  subjects  came 
at  the  beginning,  and  these  the  older  salesmen  were  excused  from. 
Fully  as  good  results  can  be  secured  by  training  branch  and 
assistant  managers  as  with  the  sales  force  itself.  For  example, 
the  Fuller  Brush  Company,  with  approximately  600  branch  man- 
agers, has  promoted  these  men  from  the  sales  force.  They  are 
then  brought,  with  their  assistants,  to  the  main  office  in  groups 
for  two  to  four  weeks'  training  in  the  basic  duties  of  the  branch 
manager,  as  follows : 

(i)    Hiring 

(a)  Locating   the   proper   number   of   the   right   kind 
of   men 

(b)  Interviewing  and  selecting  the  right  men. 

(2)  Training 

(a)  Initial  training  of  the  new  man  in  office  and  field 
work 

(b)  Continuous   training   and   plans    for   holding   the 
older  men. 

(3)  Management 

(a)  Managing  the  Manager 

(b)  Managing  the  organization  as  an  organization 

(c)  Managing  through   the   assistant   managers 

(d)  Managing  the  territory 

(e)  Managing  the  office 

(f)  Managing  or  supervising  the  development  of  each 
individual  through  personal  contact. 

Fig.  38  shows  the  method  of  organizing  marketing  training  by 
this  company. 

Training  by  Transfer. — The  transfer  of  men  can  be  made 
not  only  a  method  of  training,  but  also  a  method  of  promotion. 
Each  time  a  man  leaves  one  department  to  go  into  another  the 
move  may  be  regarded  as  promotion.  The  scientific  system 
of  marketing  does  not  aim  to  develop  men  to  be  experts  merely 
in  one  line.  Effort  should  be  made  to  provide  salesmen  with 
every  opportunity  to   become   well-rounded.      If   a   young  man 
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just  out  of  business  school  is  hired,  for  example,  he  may  be  put 
in  the  Market  Research  Department,  where  he  learns  how  the 
records  of  the  company  are  kept.  He  has  the  further  advantage 
of  learning  these  in  an  objective  and  scientific  manner.  He  may 
also  be  sent  out  in  the  field  to  gather  statistics.  In  this  way  he 
gets  a  practical  bird's-eye  view  of  his  future  field  of  activity. 
He  may  then,  perhaps,  go  into  the  Production  Department  to 
learn  about  the  product  and  its  manufacture,  and  then  into  the 
Service  Department,  where  he  becomes  acquainted  with  the  con- 


ExECunvE  Sales  Manager 


Correspondence  Course 
Superintendent 


Assistant 


Editor  of  Publications 


Editor  of  "Bristler** 


Figure  38.     Organization  of  Marketing  Training 

This  shows  the  relation  of  the  various  marketing  activities  of  a  personnel 
nature  at  the  Fuller  Brush  Company.  This  company,  with  its  system  for 
selling  from  house  to  house,  has  an  unusually  difficult  problem  of  training 
salesmen,  and  uses  all  the  approved  methods  for  doing  so. 

(Metropolitan   Life   Insurance    Co.) 

sumer's  problem  and  where  he  learns  to  look  at  matters  from 
the  consumer's  point  of  view.  Here  he  also  continues  the 
process  of  getting  acquainted  with  the  trade  and  the  product. 
It  will  probably  be  advisable  also  to  have  the  young  man  go  into 
the  Marketing  Planning  Department  for  a  time.  This  depart- 
ment is  the  creative  brains  of  the  whole  Division,  and  while  it 
has  many  activities  which  do  not  fall  within  the  scope  of  the 
youthful  salesmen,  there  are  some  routine  jobs  which  will  be  of 
value  to  him,  such  as  the  planning  of  quotas  on  the  basis  of  sta- 
tistics from  the  Market  Research  Department.  When  he  finally 
goes  on  the  road,  he  is  equipped  from  every  angle  to  meet  the 
problems  which  are  sure  to  confront  him. 
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This  method  of  transfer  is  not,  of  course,  practicable  in  all 
cases.  Some  men  will  inevitably  remain  order-takers,  and  such 
a  thorough  training,  at  such  a  considerable  expense,  would  be 
wasted.  It  does  not  follow,  however,  that  none  but  companies 
with  engineering  problems  should  train  their  sales  force  after 
this  fashion.  The  transfer  and  promotion  plan  will  prove 
equally  valuable  for  firms  w^hose  men  are  not  required  to  give 
engineering  service,  although  such  training  is  mainly  given  at 
present  by  firms  whose  salesmen  have  to  deal  with  technical  prob- 
lems. The  Chain  Belt  Company,  of  Milwaukee,  for  example, 
takes  a  young  graduate,  already  trained  in  engineering,  and  puts 
him  through  the  shops  for  a  year.  He  is  then  given  six  months' 
training  in  the  Engineering  Department,  then  made  a  corre- 
spondent in  the  Sales  Department,  and  finally  sent  out  on  the 
road. 

Training  and  Morale. — It  is  almost  never  possible  to  re- 
duce selling  to  a  standardized  mechanical  process.  As  long  as 
salesmen  must  be  employed,  it  will  be  habitual  to  resort  to  some 
form  of  emotional  stimulus.  As  a  general  rule,  the  morale  of 
the  organization  must  be  kept  up  by  constant  use  of  some  of  the 
recognized  methods  of  instilling  esprit  de  corps.  Some  of  these 
methods,  such  as  contests  for  salesmen,  have  little  of  the  in- 
struction and  training  element  in  them.  Others,  such  as  the 
convention,  the  manual,  the  bulletin,  and  the  salesmen's  maga- 
zine, can  combine  both  the  elements  of  training  and  of  morale. 

In  any  functional  scheme  it  is  usually  difHcult  to  make  clear- 
cut  divisions,  unless  these  are  arbitrary.  Thus,  in  giving  to  the 
Marketing  Training  Department  supervision  over  methods  of 
maintaining  the  morale  of  the  sales  force — a  function  which 
has  hitherto  been  almost  entirely  in  the  hands  of  the  Sales  De- 
partment— the  purpose  has  been  to  make  use  of  the  qualities  of 
the  Marketing  Training  Manager  as  teacher  and  inspirer.  One 
method  of  obtaining  morale  is  by  employing  a  first-class  teacher. 
The  disciplinarian  alone  will  never  accomplish  what  can  be 
brought  about  by  force  of  personality.  The  Marketing  Training 
Manager  should  for  this  reason  be  dynamic  and  capable  of  sup- 
plying the  necessary  energy  to  the  sales  force.  Giving  the  Mar- 
keting Training  Department  charge  of  maintaining  morale  is 
not  a  revolutionary  procedure,  however.  The  large  department 
stores  have  for  years  made  this  one  of  the   functions  of  their 
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personnel  departments,  and  everyone  will  readily  admit  the  suc- 
cess with  which  they  have  solved  the  problem.  As  a  matter  of 
fact,  they  sometimes  provide  a  separate  section  of  the  personnel 
department  to  take  charge  of  this  function. 

In  certain  cases,  the  Marketing  Training  Manager  must  se- 
cure the  cooperation  of  the  other  departments.  The  sales  man- 
ual, for  example,  will  not  be  entirely  made  up  of  training  ma- 
terial. The  sales  convention,  while  organized  and  planned  by 
the  Marketing  Training  Department,  must  be  carried  out  in 
cooperation  with  the  Sales  Department.  So,  too,  with  contests, 
where  the  Sales  Department  and  Advertising  Department  must 
work  hand  in  glove  with  the  Marketing  Training  Manager. 

The  Sales  Manual. — The  sales  manual  is  an  attempt  to 
publish  in  standardized  form  information  which  is  valuable 
for  the  salesman's  use.  Obviously,  the  quality  of  the  contents 
will  determine  the  value  of  the  manual.  Hence  it  is  not  surprising 
to  find  that  a  number  of  companies,  as  a  result  of  past  failures, 
look  scornfully  upon  it,  and  that  others  use  it  as  a  regular  feature 
of  their  training  course. 

Since  scientific  marketing  contemplates  the  setting  up  of 
standards  wherever  possible,  it  is  held  desirable  to  have  a  sales 
manual,  preferably  in  loose-leaf  form,  so  that  new  material  and 
information  may  be  added  as  received.  The  sales  manual  should 
not  be  concerned  entirely  with  salesmanship ;  it  should  contain 
also  a  statement  of  company  policies,  of  efforts  which  are  being 
made  to  help  the  salesman  by  means  of  advertising  and  sales 
promotion,  and  other  information  necessary  to  give  the  salesman 
an  all-around  viewpoint.  Fig.  39  shows  the  make-up  of  the 
sales  manual  used  by  the  Alexander  Hamilton  Institute  in  train- 
ing its  sales  force. 

One  of  the  most  important  points  in  regard  to  the  manual  is 
its  use  by  the  sales  force.  Some  companies  find  that  salesmen 
are  apt  to  regard  the  manual  as  a  gratuitous  attempt  by  the  com- 
pany to  teach  them  what  they  know  already.  By  careful  training 
and  through  the  influence  of  a  competent  Marketing  Training 
Manager,  this  attitude  may  be  turned  into  one  of  looking  upon 
the  manual  as  a  tool  which  makes  for  better  efficiency. 

Bulletins,  Letters,  and  House  Organs. — The  Training  De- 
partment should  recognize   from  the   outset  tliat   it  is  essential 
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to  keep  in  close  touch  with  the  sales  force  at  all  times.  The 
salesman  is  temperamental  and,  in  the  majority  of  cases,  needs 
constant  assistance  and  encouragement.  Furthermore,  it  is  often 
desirable  to  vary  the  method  of  rendering  this  aid,  since  if  one 
scheme  is  used  continuously,  it  may  eventually  lose  its  effect. 

On  the  Training  Department  staff  there  may  to  advantage  be 
a  good  industrial  psychologist  who  at  the  same  time  is  thoroughly 


1.  Historical  Sketch  of  the  Institute. 

2.  Selling  Equipment. 

3.  The  Standard  Presentation. 

4.  Notes  on  the  Standard  Presentation. 

5.  Answers  to  Objections. 

6.  Side  Lights  (human  interest  s-tories  that  are  woven  into  the 
Presentation  to  illustrate  points  made  and  to  grip  the  prospect's 
attention). 

7.  Reserve  Talks  (selling  points  in  addition  to  those  used  in  the 
Standard  Presentation.) 

8.  Organizing  Territory. 

9.  The  Men  Enrolled. 

ID.  The  Attitude  of  the  Home  Office  on  Clubs. 

11.  Group  Talks  and  Company  Deals. 

12.  Miscellaneous  Regulations. 

13.  The  Value  of  Experience. 

Figure  39.    Example  of  Sales  Manual 
of  which  the  above  is  the  table  of  contents. 

This  sales  manual  is  used  by  the  Alexander  Hamilton  Institute.  It  is  made 
up  of  loose-leaf  sheets  (5^  x  8^),  printed  on  both  sides,  and  bound  in  an 
attractive  flexible  leather  cover.  The  manual  includes  everything  the  salesman 
needs  to  know  in  carrying  on  his  work. 

acquainted  with  the  practical  problems  of  selling.  He  may  v^ell 
have  been  a  salesman  himself  at  one  time  in  his  career.  He  will 
know  how  to  get  at  the  salesman's  problems  in  a  manner  which 
will  cause  the  least  irritation  and  bring  maximum  results.  In 
other  words,  he  will  be  a  specialist  and  will  perform  a  specialized 
function  in  sales  management.  He  will  be  attached  to  the  Mar- 
keting Training  Department,  partly  for  the  somewhat  negative 
reason  that  it  is  the  aim  of  a  scientific  marketing  system  to  remove 
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all  functions  from  the  Sales  Department  which  do  not  have  to 
do  with  the  actual  selling  process. 

It  would  be  out  of  place  here  to  go  into  the  technique  of  main- 
taining morale  by  bulletins,  letters,  house  magazines,  and  other 
expedients.  Suffice  it  to  say  that  these  methods  are  now  being 
used  successfully  by  many  companies,  with  the  object  of  en- 
couraging and  of  giving  information  which  will  be  useful  in  the 
salesman's  daily  work. 

It  may  well  be  that  the  work  of  preparing  literature  of  this 
kind  may  be  shared  with  the  Sales  Department.  The  Sales  Alan- 
ager,  who  is  essentially  a  functional  foreman,  must  necessarily 
keep  in  constant  touch  with  his  force,  but  it  will  be  possible  to 
have  the  Training  Department  act  as  a  staff  adviser  or  perhaps 
prepare  the  portion  of  the  material  designed  to  give  information. 
The  information  itself,  of  course,  may  originate  with  the  Sales 
Department,  but  the  Training  Department  will  put  it  into  the 
best  possible  form  to  effect  results. 

The  very  large  company  will,  of  course,  require  a  special  editor 
for  its  house  organ,  who  may  in  addition  prepare  special  bulletins 
and  form  letters   for  the  sales   force. 

Conventions. — The  purpose  of  conventions  is  usually  two- 
fold; one  aim  is  to  bring  the  whole  organization  together  on  the 
theory  that  personal  contact  between  executives  and  employees 
will  increase  morale  and  inspire  enthusiasm,  and  the  other  that  it 
is  a  convenient  method  of  imparting  information  of  importance 
to  the  whole  sales  organization. 

Certain  companies  do  not  believe  in  sales  conventions  because 
they  think  the  element  of  entertainment  and  the  expense  of  provid- 
ing this  overshadows  whatever  benefit  there  may  be  secured. 
These  companies  often  provide  smaller  conferences  instead  of 
one  central  convention.  It  is  sometimes  possible,  however,  to 
budget  convention  expenses  within  a  very  close  margin.  Rules 
for  convention  expenses  are  published,  which  are  to  be  observed 
by  executives  and  men  alike.  This  prevents  a  great  deal  of 
waste  which  has  usually  given  rise  to  much  criticism  of  con- 
ventions. 

Some  companies  have  both  district  and  general  sales  conven- 
tions, the  former  occurring  more  frequently. 

The  importance  of  the  Alarketing  Training  Department  in 
regard  to  conventions  comes  in  the  formulating  of  objectives,  and 
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in  the  laying  out  of  the  program  to  attain  them.  Entertainment, 
while  essential,  is  made  to  serve  the  main  purpose  of  the  conven- 
tion, which  is  to  better  the  morale  of  the  organization  and  bring 
in  increased  profits  through  increased  sales. 

Incentives. — The  best  and  most  effective  incentive  is,  of 
course,  the  method  of  remuneration,  including  some  system  of 
promotion  on  a  scientific  basis.  This  type  of  incentive  has  al- 
ready been  treated  in  Chapter  IX.  There  is,  however,  another 
method  of  increasing  sales  which  is  often  used — that  is,  the 
sales  contest. 

The  sales  contest  has  been  criticized  from  a  number  of  angles. 
One  of  the  most  serious  faults  found  with  it  is  its  tendency  to 
force  selling  and  thus  to  bring  about  an  unsatisfactory  condition 
in  the  future  from  customers  who  have  been  oversold,  /.nother 
criticism  is  that  the  conditions  are  not  equalized.  That  is,  the 
salesmen  with  the  best  territories,  or  the  star  salesmen,  will  win 
the  prize. 

On  the  other  hand,  sales  contests  are  a  proved  selling  device. 
A  scientific  system  of  marketing  will  endeavor  to  make  use  of 
such  devices  while  ridding  them  of  their  objectionable  elements. 

The  primary  advantage  of  the  contest  is  that  it  stimulates  the 
spirit  of  healthy  rivalry,  assuming  that  conditions  have  been 
equalized,  and  assuming  that  the  reward  is  commensurate  with 
the  effort  expended.  The  subject  matter  of  the  contest  may  vary 
widely,  as  is  witnessed  by  Fig.  40.  The  function  of  the  Market- 
ing Training  Department  lies  in  picking  out  the  objective  which 
will  give  the  best  results  and  contain  the  fewest  objectionable 
features.  Under  such  conditions,  there  is  no  reason  why  the 
sales  contest  should  not  be  made  a  highly  important  feature  of 
the   sales  campaign. 

Records  and  Ratings. — The  logical  place  for  keeping  per- 
sonnel records  is  in  the  Marketing  Training  Department,  which, 
by  thus  keeping  track  of  the  sales  force,  can  apply  stimulus  and 
encouragement  where  it  is  most  needed.  Frank  R.  Jones,  vice 
president  and  General  Sales  Manager  of  Johnson  &  Johnson,  Inc., 
says  he  believes  in  individual  treatment  of  each  salesman,  and 
that  no  group  of  salesmen  can  be  welded  into  and  treated  as  a 
composite  mass. 

There  are  certain  standards  which  may  be  applied  to  the  sales 
force,  and  ratings  may  be  made  upon  the  basis  of  these  standards. 
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Thus  Fig.  41  shows  how  H.  G.  Kenagy,  Director  of  Training 
of  Armour  &  Company,  uses  the  graphic  principle  in  rating  sales- 
men.    It  is  the  essence  of  training  on  the  job  that  the  training 


1.  Number  of  calls  per  day. 

2.  Number  of  early  morning  or  Saturday  morning  calls. 

3.  Opening  up  new  accounts. 

4.  Getting  bigger  initial  payments. 

5.  More  regular  attendance  at  sales  meetings. 

6.  Getting  men  to  fill  out  daily  reports. 

7.  Getting  orders  above  a  certain  minimum  size. 

8.  Selling   dealers   in   small   towns   or  other   places   not   regularly 
covered. 

9.  Opening  up  new  outlets  such  as  hotels  and  restaurants. 

10.  Getting  **dead"  customers  to  order. 

11.  Selling  slow  moving  items  that  ordinarily  receive  a  sm.all  percent 
of  the  salesman's  time. 

12.  Getting  customers  to  handle  the  whole  line. 

13.  Increasing  number  of  repeat  orders. 

14.  Keeping  down  sales  expenses. 

15.  Making  demonstrations. 

16.  Spending  time  with  jobbers'  salesmen  or  educating  retail  clerks. 

17.  Making  collections  and   getting   credit   information. 

18.  Sending  in  names  for  mailing  lists. 

19.  Selling  dealers  on  tying  up  locally  with  the  company's  advertising. 

20.  Putting  up  window  or  counter  displays-. 

21.  Helping  dealers  with  their  advertising. 

22.  Making  reports  and  tabulations  for  merchandising  and  advertis- 
ing departments. 

Figure  40.    Points  Used  Frequently  as  the  Basis  of  Contests 

Sales  contests  should  seldom  be  based  upon  volume  of  orders  alone.  The 
above  list  covers  the  more  ordinary  subjects  which  may  be  counted  in  a  sales 
contest. — The  Blackman  Company. 

should  be  suited  to  the  needs  of  the  particular  salesman.  Such 
rating  scales  are  particularly  valuable  when  the  training  must 
be  carried  on  by  the  Branch  Manager.  Since  the  latter  is  seldom 
primarily  a  teacher,  he  must  be  given  helps  himself  so  that  he  can 
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Figure  42.  Plan  for  Rating  Men 
These  "judgment  blanks"  are  consulted  when  vacancies  are  to  be  filled, 
and  a  comparison  of  several  blanks  usually  brings  forward  the  best  man. 
A  study  of  the  blank  will  give  some  idea  of  how  completely  the  men  are 
judged  in  relation  to  their  work.  Care  is  taken  to  make  sure  that  the  blanks 
are  made  out  in  uniform  fashion,  so  that  they  may  be  the  more  readily 
comparable. 
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train  his  sales  force  properly.  Once  the  central  Training  Depart- 
ment has  set  up  standards,  and  has  tabulated  them,  the  Branch 
Manager  can  use  his  judgment  in  rating  his  force.  He  then 
applies  remedies  applicable  to  the  particular  condition. 

It  is  often  preferable  in  actual  practice  to  have  the  ratings  made 
by  two  or  more  persons,  so  that  individual  feeling  or  judgment 
may  not  play  too  great  a  part.  Thus,  in  addition  to  the  Branch 
Manager  the  traveling  Field  Supervisor  might  make  his  own 
report. 

It  is  obvious,  in  any  case,  that  no  plan  of  scientific  training 
can  be  complete  without  an  adequate  system  of  records,  which 
will  tell  the  Marketing  Training  Manager  at  any  moment  just 
how  efficient  any  particular  member  of  the  sales  force  is.  The 
records  will  contain  spaces  for  tabulation  of  the  qualifications 
regarded  by  the  company  as  most  important  in  the  salesman,  as 
well  as  of  his  performance,  such  as  volume  of  sales,  number  of 
calls  made,  and  other  factors.  These  records  will  also  serve 
as  the  basis  of  remuneration  and  promotion.  Fig.  42  shows  such 
a  record  form. 


CHAPTER  XIII 

SELLING 

The  purpose  of  scientific  marketing  has  not  been  achieved  un- 
til the  selHng  function  has  been  isolated.  Training,  research, 
and  planning  are  for  the  most  part  staff  activities  designed  to 
serve  the  major  line  function  of  selling.  If  they  take  away  from 
the  traditional  sphere  of  the  Sales  Manager's  authority,  they, 
in  turn,  permit  concentrated  effort  along  a  single  line.  Even  so, 
the  Sales  Department  is  left  with  ample  duties  to  perform.  These 
may  be  divided  into  direction,  control,  coordination,  and  routine. 

In  the  first  place,  the  Sales  Manager  will  have  charge  of  di- 
recting the  selling  machinery.  He  will  in  all  probability  have 
a  regular  sales  force,  assisted  perhaps  by  junior,  specialty,  or 
missionary  salesmen.  He  may  also  have  a  system  of  branches 
to  administer.  He  must  do  this  by  personal  means,  either  going 
on  the  road  himself  or  sending  representatives  to  take  his  place 
if  the  force  is  too  large,  or  he  must  use  correspondence  as  a 
means  of  direction.  Preferably  both  methods  should  be  com- 
bined, since  the  sales  force  needs  the  stimulus  of  personal  contact 
and  the  effect  should  be  maintained  between  visits  by  means  of 
correspondence. 

Control  of  the  sales  force  is  carried  out  by  the  judicious  em- 
ployment of  incentives,  discipline,  and  stimuli  of  various  kinds. 
Control  implies  a  system  of  reports  from  the  sales  force,  both  of 
sales  activities  and  of  expenses  incurred  in  the  course  of  selling. 
The  Sales  Department,  since  it  is  engaging  in  a  line  activity,  will 
carry  out  the  policies  which  have  already  been  formulated  by 
the  Planning  Department. 

Coordination  is  an  extremely  important  part  of  the  selling 
function.  Not  only  must  the  activities  of  the  sales  force  itself 
be  coordinated,  but  there  must  be  constant  contact  with  distrib- 
utors. Here  again  the  Sales  Department  acts  as  the  machine 
which  carries  out  policies  and  plans  already  formulated. 

Finally,  there  are  a  number  of  routine  activities  connected  with 
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the  keeping  of  sales  records,  and  provision  for  efficient  handling 
of  orders  as  they  are  received. 
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Figure  43.  Functionalized  Activities  of  Sales  Department 
This  chart  merely  suggests  some  of  the  more  important  duties  of  the 
Sales  Department,  under  a  system  oi  Scientific  Marketing.  The  functions 
would  vary  with  different  companies.  Some,  for  example,  might  have  to 
provide  for  many  functions  in  the  group  usually  going  under  the  term  of  Sales 
Promotion.  These  functions  might  belong  here,  or  under  a  department 
specially  organized    for   the  purpose,   or   under   the   Advertising   Department. 

Fig.  43  shows  the  functionalized  activities  of  the  Sales  De- 
partment. 

Organization  o£  Sales  Department. — The  conception  of  a 
Sales  Department  from  the  scientific  standpoint  calls  for  a  Sales 
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Manager,  reporting  directly  to  the  Marketing  Manager,  and  who 
is  in  direct  charge  of  sales  and  nothing  else.  If  he  should  orig- 
inate an  idea,  before  putting  it  into  prac'.ice,  it  must  be  routed 
back  through  the  Planning  Department,  as  are  all  other  ideas. 
The  Sales  Department  is  purely  a  line  activity,  carrying  out  plans 
which  have  been  carefully  developed  and  tested. 

In  the  small  company,  the  Sales  Manager  will  control  the  sales 
force  himself.  When  his  task  becomes  too  large,  he  delegates 
his  authority  through  assistants  and  branch  managers.     In  the 
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Figure  45.     Organization  of   Sales   Department  Under  a   Plan  of 

Scientific  Marketing 

Each  of  these  main  divisions  has  to  do  with  sales  work  only  and  all  are 
entirely  line  functions.  The  Sales  Manager  has  at  least  three  assistants  in 
charge  respectively  of  branches,  divisions,  or  districts,  second,  correspondence 
with  customers  and  salesmen,  and  third,  office  routine  connected  with  reports, 
records,  orders,  and  files.  The  Sales  Manager  himself  is  a  functional  foreman 
in  active  charge  of  field  operations  along  lines  laid  out  by  the  Planning  De- 
partment and  delegated  to  him  by  the  Marketing  Manager. 

ordinary  type  of  organization,  as  it  exists  today,  the  Sales  Man- 
ager occupies  a  position  which  is,  under  the  scientific  system, 
termed  Marketing  Manager.  Fig.  44  shows  a  model  Sales  De- 
partment according  to  the  old  idea. 

Fig.  45  illustrates  a  plan  of  organization  which  limits  the 
functions  of  the  Sales  Department  to  those  directly  connected 
with  the  actual  selling.  The  Sales  Manager  here  is  assisted  by 
four  men,  in  charge,  respectively,  of  the  branches,  of  the  sales 
force  or  forces,  of  correspondence  with  the  sales  force  and  with 
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customers,  and  of  the  necessary  office  work  entailed  in  connection 
with  salesmen's  reports  and  expense  accounts  and  the  receipt  and 
filling  of  orders.  It  is  not  to  be  supposed  that  the  adoption  of 
scientific  marketing  will  result  in  all  the  simplification  which 
seems  at  first  apparent  by  a  comparison  of  Figs.  44  and  45. 
Under  the  system  indicated  in  the  latter  figure  many  of  the  func- 
tions provided  for  under  the  conventional  form  of  sales  manage- 
ment are  delegated  to  other  departments  of  the  Marketing  Divi- 
sion. 

The  Sales  Manager. — The  fundamental  requirement  for  a 
Sales  Manager  is  that  he  be  able  to  handle  men  in  such  a  manner 
as  to  inspire  loyalty  and  secure  the  greatest  results.  He  must, 
in  other  words,  have  a  dynamic  personality.  Himself  an  expert 
in  selling,  he  must  be  able  to  direct  others  and  see  that  they 
expend  their  efforts  to  best  advantage. 

His  efficiency  will  depend  largely  upon  the  degree  to  w^hich  he 
is  able  to  divest  himself  of  the  innumerable  details  now  present 
as  part  of  the  Sales  Manager's  task.  Not  only  must  he  be  able 
to  avail  himself  of  the  staff  service  which  is  furnished  him,  but 
he  must  also  choose  subordinates  who  will  see  that  the  paper 
work  of  the  Sales  Department  functions  smoothly,  requiring 
merely  advisory  supervision  on  his  part. 

As  is  the  case  now,  his  work  will  take  him  inside  and  outside 
the  office.  The  former  should  require  a  minimum  of  his  time 
if  the  organization  operates  smoothly.  In  the  case  of  a  large 
organization,  of  course,  he  will  have  to  delegate  much  of  his 
outside  work  to  capable  subordinates,  but  in  the  fixrm  of  moderate 
size  a  good  share  of  his  time  will  be  spent  in  the  field  with  his  men. 

The  Sales  Manager  who  remains  in  his  office  is  like  the  general 
who  never  visits  the  battlefield.  No  amount  of  staff  work  can 
supply  the  deficiencies  due  to  his  lack  of  personal  contact.  The 
Sales  Manager  under  the  scientific  plan  would  ordinarily  be 
promoted  from  the  ranks.  Without  the  actual  experience  he 
could  never  be  able  to  exercise  direction  and  control  to  the  best 
advantage. 

The  Salesmen. — Under  the  system  of  functionalized 
marketing,  the  problem  of  organizing  salesmen  is  easier  than  it 
is  in  the  older  type  of  concern.  Whereas  formerly  the  salesman 
had  everything  to  do  which  was  in  any  way  connected  with  mar- 
keting, his  task  is  now  confined  to  selling.     The  preliminaries 
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have  been  taken  care  of  for  him,  he  has  been  reHeved  of  detaiis, 
his  plans  have  been  perfected  in  advance,  and  all  possible  infor- 
mation and  assistance  have  been  tendered  to  him. 

It  is  to  the  Sales  Department  that  the  more  aggressive  men  of 
the  Marketing  Division  will  tend  to  gravitate,  for  selling  is,  after 
all,  the  governing  function  in  marketing,  and  will  continue  to 
be  so  as  long  as  a  buyer's  market  prevails.  Selling  under  a  plan 
of  functionalized  marketing  takes  on  added  dignity  and  meaning, 
since  it  presupposes  a  thorough  grounding  in  the  other  marketing 
functions.  The  normal  course  of  promotion  will  be  from  other 
marketing  departments  to  the  Sales  Department.  Accordingly, 
among  the  men  who  are  sent  out  into  the  trade  will  be  found 
some  of  the  most  able  of  the  company's  personnel.  This  does 
not  mean,  of  course,  that  there  will  not  be  positions  of  equal 
dignity  and  prestige  for  men  of  the  non-selling  type.  Under  a 
system  of  functionalization,  each  man  will  do  that  work  for 
which  he  is  best  fitted. 

In  the  past,  too  much  of  a  premium  has  been  set  upon  sales 
simply  as  sales.  The  man  who  could  bring  back  orders  was 
forgiven  for  the  breach  of  almost  any  policy  or  rule.  He  could 
offer  deliveries  which  were  impossible  of  fulfillment,  he  could 
set  prices  without  authority,  he  could  make  misstatements  and 
false  promises,  and  could  continue  in  this  behavior  as  long 
as  he  ''brought  home  the  bacon".  Most  companies  which  have 
permitted  such  a  state  of  affairs  have  already  found  that  it  cost 
more  than  was  gained  by  it. 

E.  C.  Simmons,  late  founder  of  the  Simmons  Hardware  Com- 
pany, once  said,  *'No  man  can  hope  for  success  representing  his 
company  on  the  road  unless  he  know^s  his  business  better  than  the 
man  to  whom  he  sells  his  goods."  Even  then  the  most  successful 
sales  managers  had  begun  to  realize  that  high-powered  sales- 
manship was  not  sufficient.  Scientific  marketing  goes  a  step 
further.  It  requires  the  salesman  to  know  the  business  of  his 
customers  almost  as  well  as  they  know  it,  and  sometimes  better 
than  they  know  it. 

Special  Sales  Forces. — The  sales  force  should  not  be  ex- 
pected to  spread  its  efforts  over  too  much  ground.  Its  funda- 
mental aim  is  sales.  Consequently,  the  company  may  require  the 
services  of  other  types  of  sales  forces  for  auxiliary  or  supple- 
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mentary  purposes.     The  most  usual  forms  are  the  junior,  spe- 
ciahy,  and  missionary  forces. 

The  junior  sales  force  originated  as  a  means  of  relieving  the 
high-salaried  and  thoroughly  experienced  salesmen  of  the  routine 
duties  of  preparation  for  the  actual  process  of  selling.  Many 
companies  make  this  preparatory  work  a  part  of  the  training  for 
prospective  salesmen.  Not  only  are  juniors  supposed  to  conserve 
the  time  spent  by  the  older  members  of  the  force,  in  taking  care 
of  extra-selling  activities,  but  they  are  also  able  to  do  a  great 
deal  of  promotional  work  which  it  would  not  ordinarily  pay  to 
have  done  by  the  higher-priced  men. 

A  sales  engineering  force  may  be  employed  where  technical 
advice  or  service  is  required.  This  matter  is  treated  more  fully 
in  the  chapter  on  Service. 

The  specialty  sales  force  is  used  wherever  intensive  sales  effort 
is  demanded.  Thus,  when  a  product  is  to  be  introduced  in  a 
new  territory,  the  specialty  sales  force,  which  has  been  trained 
for  the  purpose,  secures  distribution.  It  may  also  make  demon- 
strations and  give  out  samples.  The  specialty  sales  force  is 
normally  used  for  the  purposes  of  supersalesmanship,  but  there 
is  no  reason  why  it  should  not  equally  well  discharge  the  higher 
duty  of  scientific  selling.  The  great  criticism  has  been  that  most 
specialty  men  will  do  anything  to  secure  an  initial  order.  Such 
efforts  often  do  more  harm  than  good. 

The  missionary  sales  force  aims  primarily  at  creating  good 
will  among  distributors.  As  a  rule,  missionary  men  do  no  selling, 
but  give  training  to  dealers'  sales  forces,  install  window  displays, 
and  conduct  demonstrations.  Here  again,  the  chief  cause  for 
complaint  has  been  the  selfish  attitude  on  the  part  of  the  seller. 
No  missionary  efforts  will  succeed  unless  the  emphasis  is  placed 
on  the  profit  to  be  secured  by  the  customer  or  consumer.  There 
is  a  great  variety  of  practice  among  manufacturers.  Some  use 
missionary  efforts  only  at  the  request  of  dealers,  others  will  ask 
IDermission  first,  still  others  will  go  out  and  sell  the  dealers'  cus- 
tomers first,  and  then  use  these  orders  as  a  lever  for  securing 
distribution. 

Specialized  Sales  Forces. — The  division  of  labor  principle 
is  being  applied  more  and  more  to  selling  efforts.  Thus,  a  firm 
may  divide  its  sales  force  according  to  the  industries  to  which 
it  sells.     One  firm  which  sells  to  a  dozen  different  industries  has 
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a  special  industrial  sales  expert  for  each  industry,  such  as  textiles, 
steel,  machine  tools,  and  automotive.  It  is  the  duty  of  the  sales 
specialist  to  be  familiar  with  selling  problems  and  trade  require- 
ments of  his  particular  industry.  This  man  is  located  at  the 
factory  as  headquarters,  but  spends  much  of  his  time  in  the  field, 
to  keep  in  contact  with  the  trade.  That  is,  the  automotive  man 
spends  much  of  his  time  in  Detroit,  the  steel-mill  man  at  Pitts- 
burgh, the  textile  man  in  Massachusetts  and  North  Carolina,  and 
the  machine-tool  man  in  Cincinnati. 

These  specialists  are  supported  by  a  general  sales  force  which 
operates  territorially.  There  are,  for  example,  branch  managers 
who  are  on  the  job  in  the  territory  all  the  time,  and  who  have 
to  be  able  to  sell  to  almost  any  line  of  business.  They  are  not 
expected  to  know  the  technical  problems  as  well  as  the  specialists. 

The  above  is  an  example  chosen  from  the  field  of  industrial 
products.  Yet  even  in  the  case  of  consumer  products  it  is  not 
always  advisable  to  rely  on  a  single  sales  force.  One  manufacturer 
of  food  products  has  separate  forces  of  salesmen  for  jobbers, 
chain  stores,  and  independent  dealers.  Other  firms  divide  their 
sales  force  according  to  the  lines  of  products. 

Sales  Promotion  as  a  Selling  Function. — Some  products 
cannot  be  sold  efficiently  without  some  promotional  assistance 
calling  for  the  maintenance  of  a  department  intended  to  supple- 
ment and  support  the  sales  force.  Thus  a  special  staff  of 
demonstrators  may  be  employed  in  certain  cases.  The  Florence 
Stove  Company  finds  demonstrations  to  be  one  of  the  best  meth- 
ods of  building  sales  and  of  educating  dealers  and  their  sales 
clerks.  Since  the  product  is  seasonal,  demonstrators  are  hired 
for  only  part  of  the  year  and  put  in  charge  of  the  district  man- 
agers. Since  these  demonstrations  have  almost  always  resulted 
in  increased  profits  for  dealers  where  they  are  held,  they  are 
much  in  demand. 

In  most  lines,  however,  demonstrations  constitute  an  integral 
and  essential  part  of  the  sales  process,  as  in  the  case  of  automo- 
biles. Here  it  is  the  salesman  himself  who  gives  the  demonstra- 
tion. The  policy  of  demonstrating  will  be  initiated,  of  course, 
by  the  Planning  Department  after  careful  advance  testing  of  the 
most  effective  methods. 

Particularly  under  the  scientific  system,  where  the  consumer 
is  always  the  focus,  is  it  desirable  to  show  the  product  in  action. 
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Hence  demonstration  takes  on  added  importance.  Too  much  care 
can  hardly  be  expended  in  making  up  the  salesman's  traveling  kit. 
He  must  be  able  to  demonstrate  the  product  to  best  advantage, 
and,  if  possible,  under  conditions  approximating  actual  use. 

Sampling  as  a  sales  activity  is  important,  provided  it  is  carefully 
coordinated  with  other  selling  efforts.  Samples  may  be  sent  by 
mail,  distributed  from  house  to  house,  or  given  out  by  the  sales- 
man or  the  dealer.  They  may  be  used  to  secure  distribution,  to 
create  good  will,  to  increase  sales,  to  break  down  prejudice,  or 
for  other  reasons.  Scientific  marketing  neither  approves  nor  re- 
jects them.  In  each  case  they  must  prove  their  utility  and  be  in- 
corporated as  a  company  policy  only  after  they  have  been  care- 
fully tested  out. 

Distribution  and  Sales. — The  size  and  scope  of  the  Sales 
Department  will  be  governed  by  the  policy  of  the  company  in 
regard  to  distributive  channels.  When  a  company  does  not  wish 
to  sell  through  middlemen,  when  it  finds  it  difllicult  to  sell  through 
a  centralized  ofhce,  or  when  service  requirements  compel  local 
representation,  it  is  customary  to  establish  branches  at  strategic 
points. 

Branches  should  be  under  the  direct  control  of  the  Sales  Man- 
ager in  so  far  as  their  selling  activities  are  concerned.  Some 
branches,  of  course,  may  be  established  primarily  as  warehouses, 
but  in  this  case  also  the  Sales  Manager  should  have  charge  of 
them.  It  is  customary,  when  branches  are  used,  to  have  salesmen 
operate  directly  from  them,  in  which  case  the  Branch  Manager 
becomes  a  Sales  Manager  in  the  character  of  the  functions  which 
he  performs.  Promotion  to  the  position  of  Branch  Manager 
should  be  an  incentive  of  great  importance. 

The  branch  form  of  organization  in  the  past  has  often  proved 
diflficult  to  handle.  Middlemen  resent  branches,  overhead  ex- 
penses are  increased,  and  the  records  system  becomes  compli- 
cated. Furthermore,  it  has  not  been  easy  to  secure  branch  man- 
agers of  the  desired  type.  Under  a  scientific  system  of  training, 
by  the  time  a  man  has  become  an  experienced  salesman,  he  should 
also  be  a  candidate  for  a  branch  or  district  managership. 

The  Sales  Manager  will  not  ordinarily  be  able  to  superintend 
the  entire  sales  force  personally.  He  will  have  to  employ  sub- 
ordinates for  this  purpose.  There  may,  for  example,  be  district 
or  individual  sales  managers,  allocated  on  a  territorial  basis. 
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A  concern  with  a  large  number  of  branches  is  in  the  same 
position  as  the  chain  store.  It  must  have  a  carefully  worked- 
out  system  of  supervision  and  control  to  insure  uniformity  of 
policies  and  practice. 

Personal  Contact. — In  large  sales  organizations  the  Sales 
Manager  tends  to  get  out  of  touch  with  his  men.  His  attention 
is  so  much  taken  up  with  other  duties  that  he  must  delegate  nearly 
all  actual  contact  with  the  force.  Perhaps  once  a  year  he  appears 
at  a  convention  and  delivers  an  address.  The  rest  of  the  time 
he  makes  known  his  fiats  through  subordinates.  The  result 
is  that  the  sales  force  loses  its  unity.  There  may  be  constant 
effort  to  keep  up  morale,  but  such  effort  lacks  vitality.  The 
situation  is  like  that  of  the  absentee  landlord  who  has  his  estates 
managed  by  agents.  No  matter  how  carefully  he  studies  the 
reports  made  to  him,  he  can  get  no  adequate  idea  of  the  actual 
situation. 

Hence  a  scientific  marketing  system  demands  that  the  Sales 
Manager  should  keep  in  touch  with  his  men.  This  is  made  pos- 
sible by  relieving  him  of  details  and  routine  duties.  If  his  force 
is  so  large  that  he  cannot  talk  to  each  one  individually,  he  should 
at  least  hold  district  or  branch  conferences  and  consult  with 
them  in  small  groups.  He  must  be  the  coordinating  force  v/hich 
will  weld  all  these  separate  entities  into  one  unit,  operating  under 
the  same  rules,  observing  the  same  policies,  and  moved  by  the 
same  esprit  de  corps. 

A  great  deal  of  waste  has  ensued  under  the  usual  system  be- 
cause of  the  failure  of  the  management  to  keep  men  informed 
of  everything  that  concerns  them.  In  so  far  as  policies  and 
general  procedure  are  concerned,  this  information  should  come 
from  the  Sales  Manager  himself  rather  than  through  his  sub- 
ordinates. Great  changes  should  be  announced  at  the  general 
sales  convention,  if  one  is  held.  Minor  changes  may  be  made 
public  at  district  conferences,  or  perhaps  the  district  or  branch 
managers  may  be  summoned  together  for  this  purpose,  and  then 
intrusted  with  informing  their  own  men. 

Direction  by  Correspondence. — Mention  has  already  been 
made  of  the  use  of  correspondence  for  training  purposes.  It 
serves  an  equally  important  function  in  direction.  Salesmen 
are  often  out  of  touch  with  the  home  office  except  by  mail  or 


220         SCIENTIFIC  MARKETING  MANAGEMENT 

telegraph,  and  it  is  essential  that  they  be  kept  informed  of  what 
they  are  to  do. 

Scientific  marketing  does  not  allow  the  individual  salesman  to 
do  everything  as  he  thinks  best.  Such  a  policy  results  in  waste 
and  duplication  of  effort.  Scientific  marketing  relies  on  in- 
telligent direction.  If  the  salesman  is  of  such  a  caliber  that  he 
does  not  require  direction,  he  should  be  given  a  position  as  an 
executive. 

It  does  not  matter  greatly  how  direction  is  exercised,  whether 
by  telephone,  telegraph,  or  mail,  provided  it  is  effective.  If  the 
salesman  is  to  be  most  efficient,  he  must  be  kept  informed  of 
everything  relating  to  his  job.  This  information  may  be  in 
regard  to  market  conditions,  to  activities  of  competitors,  to  the 
status  of  customers,  or  to  conditions  in  a  particular  community. 
The  Sales  Manager  will  normally  procure  this  information  from 
the  Research  Department,  either  as  a  matter  of  course  or  on 
specific  requisition.  Certain  information  of  a  routine  character 
may  be  embodied  in  bulletins  or  perhaps  in  the  house  organ. 
Statistics  as  to  business  prosperity  will  interest  all  members  of 
the  force.  But  information  as  to  the  credit  standing  of  a  par- 
ticular customer  should  be  sent  in  a  personal  letter. 

The  most  important  information,  of  course,  is  in  regard  to 
direct  market  possibilities.  As  an  example  of  what  may  be  done 
in  supplying  specific  market  information,  the  Mason  Tire  &  Rub- 
ber Company  of  Kent,  Ohio,  sends  a  monthly  report  to  each 
salesman,  branch  manager,  and  district  manager.  On  this  is 
listed  each  town  in  the  territory,  with  its  car  registrations,  and 
opposite  are  recorded  the  net  sales  in  that  town  from  the  first  of 
the  year  to  date.  Then  the  business  done  is  divided  according 
to  size  of  tire,  or  style,  and  the  individual  salesman  is  thus  shown 
whether  he  is  getting  his  share  of  all  the  business. 

Control. — For  effective  control,  it  is  essential  to  have  a 
system  of  reports  by  salesmen.  Some  of  the  best  salesmen  find 
it  extremely  trying  to  stop  and  make  out  adequate  reports.  Yet 
it  is  so  important  that  the  information  of  the  company  be  kept 
complete  and  up-to-date  that  absolute  insistence  should  be  made 
upon  a  regular  report  routine.  A  report  form  should  be  made  up 
which  will  reduce  the  salesman's  work  to  a  minimum.  He  should 
not   be   called   upon   to   furnish  any   information   which   is   not 
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directly  utilizable  by  the  company,   nor   should  he  be  asked  to 
do  the  work  which  the  Research  Department  should  perform. 

ALWAYS  CHECK  AOOHESS  AND  BUYER  S  NAME.  AND  IF  CHANGED  WRITE  NEW  ADDRESS  OR  NAME  UNDER  REMARKS 
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Figure  46.    Form  of  Salesman's  Report  Used  by  Dennison  Manufactur- 
ing Company 
These  report  slips,  when  properly  filled  out.  are  analyzed  carefully  at  the 
home  office.     Lost  orders  are  carefully  entered;  pending  orders  are  filed  for 
reference  in  the   future. 

The  purpose  of  the  salesman's  report  is  twofold.  In  the 
first  place,  it  furnishes  the  company  a  great  deal  of  valuable  in- 
formation.    In  the  second  place,  it  has  a  good  efifect  upon  the 
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salesman  making  the  report.  It  crystallizes  and  orders  his  ideas. 
He  is  often  able  to  get  a  better  understanding  of  the  problem 
after  reducing  his  thoughts  to  written  form. 

Under  any  scientifically  planned  marketing  system,  the  sales- 
man's reports  will  ordinarily  have  to  be  made  out  in  triplicate, 
at  least.  One  copy  will  be  kept  by  the  salesman  himself,  a  second 
will  go  to  the  Sales  Manager  as  a  control  record,  and  a  third  copy 
to  the  Market  Research  Department  for  the  purpose  of  sales 
analysis.  This  latter  department  can  get  much  information  in 
this  way  which,  although  not  unqualified  or  final,  will  serve  as 
a  check  and  guide  for  the  work  of  its  own  field  force. 

Fig.  46  shows  the  form  of  salesman's  report  used  by  the  Den- 
nison  Manufacturing  Company.  This  is  an  excellent  example 
of  how  such  a  report  may  be  made  to  serve  as  the  basis  of  the 
office  records.  This  report  is  intended  to  be  forwarded  daily, 
with  orders  attached,  to  the  office.  If  a  lost  order  is  reported, 
the  information  is  entered  on  the  office  and  on  the  salesmen's 
record  cards,  as  well  as  on  a  monthly  report  of  unsold  items. 

Incentives. — It  is  the  function  of  the  Sales  Department  to 
carry  into  effect  the  various  types  of  incentives  devised  by  the 
Planning  and  Training  Departments.  By  having  these  incentives 
prepared  by  experts,  and  by  having  them  formulated  with  respect 
to  market  demand,  the  company  will  be  able  to  maintain  a  high 
morale  and  at  the  same  time  give  the  greatest  satisfaction  to  the 
ultimate  consumer.  The  Sales  Manager  carries  these  plans  and 
policies  into  effect  for  the  reason  that  he  is  the  one  to  come 
in  contact  with  the  sales  force. 

Promotion,  as  previously  stated,  will  be  on  merit  alone. 
While  the  recommendation  of  the  Sales  Manager  will  count  heav- 
ily, the  final  action  will  be  taken  on  the  basis  of  the  salesman's 
record. 

Transfer  will  also  be  largely  on  the  recommendation  of  the 
Training  Department.  Methods  of  remuneration  will  be  worked 
out  by  the  Training  Department  which  will  be  responsible  for 
their  effectiveness  in  operation. 

Contests  of  various  kinds  will  be  planned  by  the  Planning  or 
Training  Departments,  while  the  actual  carrying  on  of  the  contest 
will  be  under  the  Sales  Manager.  He  will  submit  records  of 
results  for  the  files  of  the  Training  Department,  to  be  entered 
upon  salesman's  record  cards,  while  results  of  the  contest  will  also 
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go  to  the  Planning  Department,  to  indicate  how  successful  its 
scheme  was  in  operation. 

Conferences  and  conventions  will  be  conducted  by  the  Sales 
Manager  according  to  the  program  worked  out  by  the  Training 
Department. 

The  Sales  Manager  is  thus  shorn  of  many  of  his  former 
routine  duties.  This  may  arouse  much  dissatisfaction  when  the 
system  is  first  installed.  The  Sales  Manager  still  will  have  certain 
inspirational  duties  to  perform.  By  his  own  example  and  force 
of  personality  he  will  lead  his  force.  Secondly,  he  will  have  to 
use  letters  and  bulletins  when  the  sales  force  is  out  of  direct 
contact  with  the  home  office.  Thirdly,  he  will  have  to  inspire 
in  his  assistants  the  same  enthusiasm  which  he  himself  possesses. 

Coordination. — The  Sales  Department  is  dependent  en- 
tirely upon  other  departments  for  its  policies  since,  as  stated 
before,  it  has  nO'  staff  functions  to  perform.  Consequently,  the 
work  of  coordination  is  extremely  important.  There  must  be 
regular  committee  meetings  at  stated  intervals  for  the  purpose 
of  comparing  standards  and  performance  in  detail.  In  addition, 
there  must  be  special  meetings  when  any  specific  subject  requires 
attention.  The  Marketing  Manager  should  be  present  as  usual, 
since  he  is  the  ultimate  coordinating  influence  in  the  Division. 

Relations  with  the  Training  Department  must  be  particularly 
close.  The  Sales  Manager  must  inform  the  Director  of  Train- 
ing immediately  of  any  gaps  in  salesman's  knowledge,  or  of  any 
specific  individuals  who  need  attention. 

The  Planning  Department,  as  described  in  Chapter  XI,  has 
made  up  quotas,  routes,  and  territories  for  the  Sales  Manager 
who,  in  turn,  puts  these  into  practice.  If  he,  from  his  closer 
contact  with  the  field,  thinks  these  should  be  changed,  he  must 
make  a  recommicndation  to  that  effect  to  the  Planning  Depart- 
ment, giving  facts  and  reasons  for  his  opinion.  The  Planning 
Department  will  then  take  them  into  consideration,  verify  them, 
and  report  to  the  Marketing  Manager  that  a  change  is  or  is  not 
desirable. 

To  avoid  friction,  it  is  imperative  that  all  orders  come  through 
headquarters.  The  Planning  Department  must  maintain  its  ad- 
visory character  at  all  times. 

The  relations  between  the  Sales  and  Advertising  Departments 
will  be  taken  up  in  the  following  chapter. 
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Advance  Preparation. — A  great  deal  has  been  done  in  re- 
cent years  in  the  way  of  preparing  the  ground  for  the  salesman 
and  of  making  sales  resistance  less,  so  that  when  he  calls  the 
prospect  will  know  something  about  him  and  about  what  he  has 
to  sell.  There  are  two  possible  ways  to  do  this.  In  the  case 
of  consumers,  it  is  possible  to  use  publication  advertising  or  direct 
mail.  In  the  case  of  dealers  and  jobbers  it  is  usual  to  employ 
direct  mail,  and  sometimes  trade-paper  advertising. 

A  fine  example  of  how  advertising  has  introduced  the  salesman 
to  the  consumer  is  that  of  the  Fuller  Brush  Company,  of  Hartford, 
Conn.,  which  has  largely  succeeded  in  breaking  down  the  aversion 
of  the  housewife  to  its  house-to-house  selling  by  careful  advance 
preparation.  When  the  salesman  says  he  represents  the  Fuller 
Brush  Company  the  prospect  immediately  knows  what  he  is  there 
for. 

If  it  is  possible  to  let  prospects  know  in  advance  of  the  sales- 
man's call  what  the  proposition  is,  naturally  the  task  of  the  sales- 
man will  be  easier.  This  plan  is  particularly  useful  when  high- 
powered  selling  methods  are  not  employed.  The  salesman  does 
not  rely  on  his  personality  so  much  as  he  does  on  facts. 

The  magazine  intended  to  be  sent  to  distributors  is  often  used 
to  pave  the  way  for  the  salesman  by  telling  of  some  new  product, 
or  some  model,  or  giving  hints  as  to  new  selling  methods. 

Many  companies  send  notices  to  customers  saying  just  when 
the  salesman  will  call.  A  great  many  of  these  notices  are  sent 
in  the  name  of  the  salesman,  thus  tying  him  up  personally  with 
his   market. 

Inquiries  and  Follow-ups. — Provision  must  be  made  in  the 
Sales  Department  for  the  handling  of  inquiries,  and  there  must 
also  be  some  system  of  taking  care  of  follow-ups.  Such  func- 
tions are  on  the  border  line  between  the  selling  and  the  adver- 
tising function.  When  the  majority  of  inquiries  originate  from 
advertising,  these  must  be  turned  over  at  once  to  the  Sales  De- 
partment, and  they  must  then  be  followed  up  without  delay. 
Frequently,  under  present  conditions,  no  adequate  provision  is 
made  for  taking  care  of  them.  The  Advertising  Department 
is  satisfied  if  it  has  obtained  them,  while  the  Sales  Department 
often  regards  them  as  a  nuisance. 

Inquiries  should  be  taken  care  of  by  a  special  section  of  the 
Sales  Department,  if  there  are  enough  of  them  to  warrant  this. 
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Otherwise,  some  one  individual  will  be  designated  to  take  care 
of  them  who  is  skilled  in  this  type  of  work.  A  careful  system 
of  follow-ups  should  be  worked  out  by  the  Planning  Department 
and  this  system  will  then  be  installed  for  operation  in  the  office 
of  the  Sales  Department. 

There  will  be  certain  companies  which  prefer  to  turn  over  all 
inquiries  to  distributors.     If  nothing  further  than  this  is  done, 
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This  record  is  kept  for  each  town  covered  by  a  salesman.  Upon  it  is  entered 
the  name  of  the  town  and  state,  population,  chief  industry,  amount  of  sales  by 
months  and  years  for  dealers,  jewelers,  and  consumers,  both  personal  and 
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it  is  safe  to  assume  that  the  results  will  be  unsatisfactory  and 
that  all  the  expense  to  which  the  seller  has  gone  in  securing 
these  inquiries  will  be  largely  wasted.  Therefore,  if  it  is  worth 
while  to  secure  inquiries  or  direct  orders,  these  must  be  handled 
to  the  consumers'  satisfaction.  Some  companies  follow  up  the 
dealer  to  see  that  he  has  taken  care  of  the  inquiry.  Policies  will 
differ  in  accordance  with  the  influence  which  the  company  has 
over  its  distributors. 

Sales    Records. — The    type    of    sales    record    used    wall    de- 
termine in  great  measure  the  value  of  the  results  secured  from 
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analyses  by  the  Research  Department.  These  forms,  as  made 
up  by  the  Planning  Department,  and  as  scrupulously  maintained 
by  the  Sales  Department,  must  give  all  information  which  is  of 
value. 

Fig.  47  shows  the  town  sales  record  of  the  Dennison  Manufac- 
turing Company,  which  is  kept  for  each  town  covered  by  sales- 
men. This  record  is  kept  up  by  a  record  clerk,  all  permanent 
information  and  card  headings  being  typewritten,  while  sales 
figures  are  entered  in  pen  and  ink.  These  town  cards  are  filed 
in  front  of  office  copies  of  Customers'  Record  Cards  for  each 
town  and  city. 


CHAPTER  XIV 

ADVERTISING 

Since  advertising  is  recognized  as  a  specialized  function  of 
scientific  marketing,  it  will  be  necessary  in  most  cases  to  have 
an  Advertising  Department.  The  term  advertising  is  taken  to 
include  not  only  advertising  in  periodicals,  but  also  direct  mail, 
the  preparation  of  dealer  helps,  of  catalogues,  of  package  designs, 
of  novelties  and  specialties,  and  in  short  everything  which  per- 
tains to  publicity. 

Like  selling,  advertising  is  a  line  function.  While,  in  its  es- 
sence, it  is  merely  a  form  of  selling,  or  an  adjunct  thereto,  it 
becomes  a  special  department  because  of  its  individual  technique, 
which  requires  training  and  experience  of  a  highly  special  char- 
acter. It  does,  however,  put  into  effect  the  plans  laid  down  in  a 
general  way  by  the  Marketing  Planning  Department  and  ap- 
proved by  the  Marketing  Manager.  Advertising  may  no  longer 
be  conducted  as  an  esoteric  and  eclectic  activity. 

Fig.  48  shows  the  functional  division  of  advertising  into  co- 
ordination, research,  production,  and  control.  Coordination  in- 
cludes not  only  the  marketing  campaign  as  a  whole,  but  also  the 
sales  force  and  the  merchandising  activities  of  distributors. 
Research  is  concerned  with  the  specialized  problems  of  advertis- 
ing which  cannot  well  form  a  part  of  the  regular  Market  Research 
Department.  Production,  including  choice  of  appeals,  copy  prep- 
aration, media  selection,  and  space-buying,  may  be  performed 
by  the  department  or  by  an  agency  acting  in  its  stead.  Control 
acts  to  eliminate  wastes  in  advertising  by  checking  standards  with 
results. 

Organizing  the  Advertising  Department. — The  advertis- 
ing problem  differs  to  such  an  extent  in  different  companies  that 
it  is  impossible  to  generalize  to  advantage  about  the  organization 
of  this  department.  In  changing  to  a  regimen  of  functionalized 
marketing,  this  department  will  usually  have  to  undergo  fewer 
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radical  alterations  than  any  other  constituent  of  the  Marketing 
Division. 
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Figure  48.     Functional  Organization  of  Advertising 
The   functions  of  the  Advertising   Department   remain  virtually  unchanged, 
under   a   system   of    scientific   marketing.     There    is,    however,    an    attempt   to 
make  a  clearer-cut  division  of  duties,  a  closer  coordination  with  the  activities 
of  other  departments,  and  a  more  accurate  control  of  costs  and  results. 


If  the  company  is  large,  it  might  naturally  divide  its  advertising 
activities  as  follows  (see  Fig.  49)  : 

I.  Research.  Advertising  presents  many  peculiar  problems  of 
research  which  cannot  ordinarily  be  handled  to  advantage  in  the 
regular    Market    Research    Department,    such   as    duplication   of 
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media,  best  methods  of  coverage,   tests  of  advertisements,  and 
the  Hke. 

2.  Copy.  The  Copy  Section,  together  with  the  Art  Section, 
will,  as  usual,  take  care  of  the  physical  preparation  of  advertise- 
ments for  publications,  for  direct-mail  purposes,  and  for  cata- 
logues, dealer  helps,  and  the  like.  If  an  agency  is  employed,  it 
will,  of  course,  perform  the  majority  of  these  duties. 

3.  Space-Buying.  This  is  normally  done  by  the  agency,  but 
by  employing  its  own  space  buyer,   the  company  will  be  in  a 
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Figure   49.     Organization    of    Typical   Advertising   Department 

Under  a  functionalized  scheme  of  marketing,  the  advertising  department 
forms  one  of  the  main  constituents  in  the  Marketing  Division.  It  is  under 
an  Advertising  Manager,  who  may  be  assisted  in  technical  problems  by  an 
Advertising  Agency.  Scientific  Marketing  lays  stress  upon  the  matter  of 
records  and  the  calculation  of  advertising  costs  in  proportion  to  results 
obtained. 


position  to  resist  the  arguments  in  favor  of  paying  the  highest 
rather  than  the  lowest  price  for  blank  space. 

4.  Sales  promotion.  This  would  include  the  preparation  of 
direct  mail  literature,  attending  to  inquiries,  performing  the  work 
of  coordination  with  other  departments  as  regards  inquiries. 
Sales  promotion,  may,  of  course,  form  a  separate  department  in 
some  companies.  See  the  chapter  on  Departmentization  of  the 
Secondary  Marketing  Functions  for  a  discussion  of  Sales  Pro- 
motion. 

5.  Accounting.  This  includes  the  employment  of  a  checking 
clerk  and  also  the  keeping  up  of  charts  and  records  showing  what 
each  campaign  has  cost  and  what  it  has  brought  into  the  company 
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in  the  way  of  returns.  The  technical  functions  of  the  old  Ad- 
vertising Department  are  shown  in  Fig.  50.  Companies  with 
special  products,  such  as  technical  products,  will  have  to  provide 
somewhat  differendy  for  advertising.  (See  Fig.  51.) 

The  Advertising  Agency. — Under  a  system  of  scientific 
marketing,  organized  with  the  avowed  intention  of  reducing 
selling  costs,  the  first  advertising  problem  has  to  do  with  advisa- 
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Figure  51.    Scheme  of  Organization  for  Link-Belt  Advertising 

Department 

In  the  case  of  technical  products,  where  periodical  advertising  often  plays 
a  secondary  part,  it  is  often  necessary  to  set  up  a  somewhat  different  form  of 
organization  from  that  usually  employed.  In  the  department  shown  above, 
various    special    forms    of    advertising    are    provided    for. 


bility  of  using  the  services  of  an  advertising  agency,  the  second  what 
duties  the  agency  can  perform  economically,  and  the  third  how^ 
contact  should  be  established  with  the  agency. 

Fig.  52  presents  a  list  of  questions  used  by  a  certain  company 
in  deciding  which  agency  to  choose.  The  advertising  agency 
should  act  primarily  as  a  specialist  in  advertising  technique. 
There  has  been,  it  is  true,  a  tendency  for  the  agency  to  take  over 
an  undue  share  of  the  merchandising  activities  of  the  company. 
The  agency  has  been  forced  to  do  this  because  the  company 
itself  would  not  or  could  not  perform  the  necessary  research  or 


1.  What  is   the  age  of   your  agency? 

2.  What  has  been  the  selling  and  adver- 
tising experience  of  the  executive  and 
important  members  of  your  organiza- 
tion? 

3.  How   many   people  employed? 

4.  How  are  their  duties  divided,  viz.,  ex- 
ecutive, productive,  artists,  clerical, 
outside? 

5.  How  many  assigned  to  our  account 
and  what  are  their  especial  qualifica- 
tions? 

6.  Would  our  contact  be  through  one  man 
or    several    covering    various    phases? 

7.  Is  the  contact  man  on  a  salary  basis 
or  commission  ? 

8.  Is  contact  man  a  salesman  or  an  active 
copywriter   or   merchandiser? 

9.  Would  contact  man  be  capable  of  as- 
sisting or  advising  in  preparation  of 
technical   information  pamphlets? 

10.  Would  contact  man  handle  accounts 
other  than  ours?  If  so,  how  many 
and    who   are    they? 

11.  Is  contact  man  experienced  in  (a) 
radio  technically;  (b)  radio  commer- 
cially; (c)  manufacturer  to  jobber  and 
dealer  policy;  (d)  radio  publication 
field  ?  ^      ^  . 

12.  How  many  accounts  have  you?  List 
names   and   length   of    service. 

13.  How    many    are    active    and   exclusive? 

14.  How  many  accounts  added  during  past 
year? 

15.  How  many  accounts  lost  during  past 
year?      Give   names. 

16.  Do  you  handle  any  account  that  would 
compete  with  ours?      If  so,  give  name. 

17.  Do  you  or  would  you  handle  compet- 
ing  accounts   in   any   line? 

18.  Have  you  any  objection  to  our  get- 
ting in  touch  with  present  or  past 
clients? 

19.  What  is  value  of  each  account  you 
handle?  This  may  be  listed  individ- 
ually or  in  groups. 

20.  What  is  total  business  handled  per 
year  during  past  five  years? 

21.  Has  your  agency  shown  a  consistent 
yearly  profit? 

22.  Why  do  you  consider  your  agency 
qualified    to    help    us? 

23.  Have  you  anyone  in  your  organization 
who  can  qualify  for  the  following  and 
if  so,  who?  (a)  radio  fan;  (b)  engi- 
neer-radio or  otherwise;  (c)  practical 
workman;  (d)  salesman;  (e)  merchan- 
diser? 

24.  What  experience  has  your  agency  had 
in    the    radio    field? 

25.  How  do  you  propose  to  handle  the 
technical  features  of  our  account? 

26.  Do  you  have  your  own  artists,  or  is 
all  art  work  jobbed? 

27.  What  does  your  service  include  in 
addition  to  the  i)reparation  of  copy  for 
commissioned   space? 

28.  On  what  basis  of  compensation  is  this 
service   rendered  ? 

29.  What  is  your  i)olicy  on  the  placing  of 
printing  and  other  mechanical  work 
for  broadsides,   jiamphlets,   etc? 


30.  Do  you  prefer  that  we  or  you  actually 
place   the  orders   for   such   printing? 

31.  Do  you  aim  to  be  a  factor  in  determin- 
ing and  conducting  our  merchandising 
policies? 

Z2.  What   would   be   your   plan  for  helping 

us   with   these   policies? 
2>Z.   How   far   ahead   do   you   normally   plan 

advertising    campaigns? 

34.  Would  this  be  any  different  for  our 
business? 

35.  Are  you  familiar  with  the  seasonal 
nature  of  the  radio  business  and 
the    shortness    of    the    selling    season? 

36.  What  effect  would  this  have  on  your 
advertising   preparations? 

Z7.  Are  you  familiar  with  our  form  of 
distribution — manufacturer   to   jobber? 

38.  Do  you  favor  any  modification  of  this 
plan   for  our   present  lines? 

39.  Would  you  favor  a  modification  if  we 
decided  to  add  a  high-priced  line  of 
sets? 

40.  If  so,  what  change  would  you  recom- 
mend? 

41.  Do  you  make  personal  field  investiga- 
tions for  anticipated  sales  and  advertis- 
ing  campaigns? 

42.  Do  you  consider  them  practical  in 
the  radio  field? 

43.  Do  you  favor  trial  campaigns  in  cer- 
tain localities  or  mediums? 

44.  Do  you  favor  them  for  the  radio  busi- 
ness? 

45.  What  do  you  consider  as  the  im- 
portant factor  on  which  to  base  an 
advertising  appropriation?  (Check 
this  against):    (a)   last  year's  business; 

(b)  last  year's  net  profit;  (c)  antici- 
pated business;  (d)  intensity  of  cam- 
paign; (e)  requirements  to  cover  field; 
(f)  general  business  conditions;  (g) 
conditions  in  radio  field;  (h)  our  posi- 
tion in  radio  field;  (i)  production  pos- 
sibilities;   (j)    experience   of    others. 

46.  Do  you  favor  a  yearly  gross  appropria- 
tion to  be  spent  at  the  discretion  of 
the  agency  or  would  you  recommend 
a  monthly  control  of  such  expendi- 
tures? 

47.  Based  on  anticipated  yearly  sales  of 
$1,500,000  what  would  you  recommend 
as  an  advertising  appropriation  cover- 
ing   all    expenses? 

48.  How  would  you  allocate  this  appropria- 
tion for  (a)  newspaper  space?  (b) 
trade  magazine  space?  (c)  general 
magazine  space?  (d)  direct  mail?  (e) 
dealer  helps?  (f)  salaries  and  miscel- 
laneous? 

49.  In  what  relation  to  each  other  do 
you  hold  production,  advertising  and 
distribution  and  how  do  you  regulate 
the   tie-up? 

50.  Submit  a  complete  file  of  one  year's 
cami)aign  matter  for  one  of  your  ac- 
counts, preferably  of  a  technical  na- 
ture. This  should  include  all  forms  of 
advertising  and   merchandising   matter. 


Fig.  52.     Questions  Used  as  the  Basis  of  Selecting  an  Advertising 

Agency 

Scientific  marketing  regards  the  advertising  agency  as  a  specialist  in  adver- 
tising technique.  Research,  phmning,  and  the  direction  of  the  marketing  cam- 
paign are  retained  hy  the  Marketing  Division  of  the  specific  company.  Wliile 
the  advertising  agency  may  give  advice,  it  shoukl  be  expected  to  help 
develop  the  company's  campaign,  rather  than  to  Initiate  the  campaign. — Printers' 
Ink,  May  27,  1926. 
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do  the  requisite  planning.  Under  scientific  marketing,  the 
agency's  functions  are  restricted  to  their  proper  sphere,  i.e.,  the 
preparation  and  placement  of  advertising. 

The  agency  normally  takes  care  of  publication  advertising,  al- 
though some  agencies  are  equipped  to  do  direct-mail  advertising, 
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Type 

Supervised  by 

Placed  by 

Walls  and  bulletins 

Regional     outdoor 

Placed    direct    with 

advertising     mana- 

general outdoor  ad- 

gers 

vertising  or  with 
local  commercial 
painter 

Posters 

Home     office    and 
agency 

Agency 

Dealer  helps 

Home  office 

Salesman,  in  dealer's 
place  of  business — 
no  material  mailed 
to  any  dealer. 

Publications 

Home    office     and 
agency 

Agency 

Tacker  signs 

Home  office 

Salesmen  and  bot- 
tlers 

Novelties 

Home  office 

Used  by  bottlers 

Fig.  53.     Method  Used  by  Coca-Cola   Company  to  Handle  Its 

Advertising 
A  company  like  this  one,  with  national  distribution  and  extensive  sales  to 
consumers,  should  have  a  well  developed  advertising  department.     Many  of  the 
functions  above  listed  cannot  be  delegated  to  an  advertising  agency. 

prepare  catalogues,  and  the  like.  Fig.  53  shows  how  the  adver- 
tising of  the  Coca-Cola  Company  is  handled,  according  to  the 
report  of  W.  S.  Kell,  Assistant  Sales  Manager.  The  Advertis- 
ing Department  of  the  company  should  carefully  prepare  the 
advertising   program   and   go   over   the   agency's   estimates   and 
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recommendations,  particularly  those  relating  to  the  purchase  of 
space.  No  advertising,  in  spite  of  agency  recommendations, 
should  be  continued  unless  it  pays  for  itself.  Payment,  of  course, 
may  not  be  immediate,  but  there  is  much  advertising  done  to-day 
which  is  to  be  condemned  on  the  ground  that  it  is  purely  com- 
petitive and  adds  merely  an  extra  cost  to  the  consumer.^ 

Coordination  of  the  agency  with  the  Advertising  Department 
is  usually  done  through  what  is  known  as  the  agency's  "contact 
man."  In  any  case,  a  system  of  coordination  must  be  provided 
for,  as  through  series  of  conferences  between  the  Advertising 
Manager  and  the  agency  staff. 

The  Director  of  Advertising. — The  position  of  Advertis- 
ing Manager  in  a  company  professing  scientific  marketing  re- 
quires coordinating  ability,  technical  knowledge,  and  acquaintance 
with  marketing  practice. 

The  old  type  of  advertising  manager  is  not  likely  to  fit  into 
the  new  organization.  He  was  concerned  too  much  with  the 
advertising  itself  and  not  enough  with  what  the  advertising 
accomplished  for  the  company.  (Only  in  the  department  stores 
and  mail-order  houses  has  advertising  been  more  consistently 
coordinate  with  sales.)  He  was,  furthermore,  without  adequate 
conception  of  objectivity  of  demand;  his  idea  was  that  it  was 
by  advertising  alone  that  goods  were  sold. 

Even  when  an  advertising  agency  is  employed,  the  advertising 
manager  should  be  able  to  coordinate  the  company's  problems 
with  the  services  of  the  agency.  He  must  know  his  trade.  In- 
stead of  being  the  agency's  pawn,  he  must  be  able  to  stand  up  in 
conference  with  its  representatives  and  hold  his  own.  He  is 
the  company's  advertising  expert.  He  merely  delegates  part 
of  his  duties  to  the  agency,  and  he,  in  theory  and  effect,  must 
remain  in  charge  of  the  methods  of  carrying  them  out. 

A  broad  understanding  of  marketing  is  required  of  him  if  he 
is  to  make  advertising  a  valuable  ally  of  the  new  system.  He 
is  a  member  of  the  permanent  committee  of  department 
heads.     He  must  be  able  to  suggest  to  it  methods  of  coordinating 

^  For  a  more  complete  discussion  of  advertising,  the  incidence  of  advertising 
costs,  the  position  of  the  agency  and  the  publication  and  their  relations  to  the 
advertiser,  and  an  analysis  of  the  competitive  aspects  of  advertising,  see  the 
author's  Ad7'ertising  Research,  published  by  D.  Appleton  &  Company,  1927, 
See  also  Hotchkiss  and  Franken,  The  Measurement  of  Advertising  Effects, 
Harper  &  Brothers,   1927. 
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advertising  with  other  merchandising  activities  so  that  all  will 
work  most  effectively  towards  the  ultimate  goal  of  satisfying  the 
consumer. 

While  he  will  not  control  the  size  of  the  advertising  appro- 
priation, it  will  be  one  of  his  duties  to  prepare  a  budget  of 
expenditures  and  expected  results  which  will  serve  as  a  basis  for 
the  Planning  Department's  discussions. 

Advertising  as  a  Marketing  Force. — Advertising  as  yet  has 
attained  no  more  scientific  basis  than  marketing  itself.  The 
result  is  that  there  is  tremendous  waste  in  advertismg.  Many 
firms  advertise  nationally  which  have  no  justification  in  fact  for 
such  a  procedure ;  many  firms  advertise  through  media  which  are 
not  fitted  to  carry  their  message ;  many  firms  utilize  advertising 
as  the  keenest-edged  weapon  in  an  armory  filled  only  with  the 
paraphernalia  of  supersalesmanship. 

Advertising  is  not  an  end  in  itself.  Its  use  is  justified  only 
if  it  fulfils  the  conditions  and  accords  with  the  principles  of  mar- 
keting already  enunciated.  It  is  dif^cult  to  see  where  purely  com- 
petitive advertising  confers  any  benefit  upon  the  consumer — 
though  there  is  room  for  argument  on  this  point. 

By  competitive  advertising  is  meant  advertising  the  purpose  of 
which  is  to  obtain  the  advantage  over  rival  concerns,  regardless 
of  consequences,  rather  than  primarily  to  be  of  value  to  the  con- 
sumer. The  cant  term  for  that  type  of  commercial  rivalry  grow- 
ing out  of  the  least  defensible  form  of  advertising  is  cut-throat 
competition. 

Advertising  merely  to  induce  consumer  acceptance  of  a  par- 
ticular brand  of  a  standard  product  is,  according  to  the  scientific 
marketing  point  of  view,  a  doubtful  expense.  Mr.  Ford  has  re- 
ceived a  storm  of  criticism  from  the  advertising  profession  for 
his  refusal  to  continue  advertising,  yet  it  is  doubtful  whether 
even  from  a  supersalesmanship  point  of  view  his  temporary 
advertising  policy  ever  paid  him  what  it  cost. 

To  attempt  to  draw  the  line  between  good  advertising  and  bad 
advertising  requires  an  analysis  of  the  economics  of  the  situation 
which  would  be  out  of  place  here.  Most  people,  however,  can  tell 
the  difference  between  advertising  which  is  constructive  and  that 
which  is  destructive,  and  this  distinction  is  satisfactory  for  the 
present  need. 
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Forms  and  Purposes  of  Advertising. — Worth-while  ad- 
vertising may  be  classed  as  informative,  institutional,  and  co- 
operative. To  give  information  was  the  original  use  of  advertis- 
ing, and  still  remains  its  most  important  purpose.  Advertising 
should  tell  where  and  how  the  product  may  be  obtained.  The 
informative  function  has  been  extended,  however.  Advertising 
serves  an  educational  purpose  in  the  case  of  a  new  product  which 
has  never  before  been  offered  to  the  market.  It  was  used  to 
introduce  the  automobile,  the  washing  machine,  the  electric  re- 
frigerator, and  the  radio.  All  these  products,  however,  are  now 
w^ell  known  to  and  accepted  by  the  public,  and  the  use  of  advertis- 
ing in  connection  with  them  is  largely  to  secure  acceptance  by 
the  consumer  for  some  particular  brand.  If  the  principle  of 
objectivity  of  demand  is  accepted,  then  any  advertising  which 
does  not  aim  primarily  at  the  satisfaction  of  the  consumer  (but, 
rather,  at  obtaining  an  ascendancy  over  competitors)  is  inde- 
fensible. On  the  other  hand,  all  advertising  is  to  some  extent 
competitive,  and  is  bound  to  remain  so,  as  long  as  this  country 
uses  ''free  competition"  as  its  business  credo. 

What  happens  when  the  consumer  is  kept  in  mind  is  shown 
by  the  experience  of  the  Champion  Spark  Plug  Company.  This 
company,  one  of  the  first  advertisers  in  the  field,  has  always 
stressed  the  long  life  of  its  products.  With  the  development  of 
high-speed  engines,  it  became  apparent  that  spark  plugs  de- 
teriorated more  rapidly.  The  company,  therefore,  inaugurated 
an  advertising  policy  of  showing  what  happens  to  a  spark  plug 
in  service  and  advocating  renewal  of  spark  plugs  at  least  once  a 
year.  By  admitting  that  its  product  w^as  not  everlasting,  and  by 
showing  the  consumer  how  he  could  obtain  better  result  by  chang- 
ing plugs  occasionally,  the  company  built  up  a  large  renewal 
business.  By  making  a  concession  in  its  advertising,  and  by  keep- 
ing in  mind  the  needs  of  the  consumer,  the  company  increased  its 
own  sales  without  merely  drawing  them  from  competitors. 

Institutional  advertising,  it  is  true,  does  not  reflect  itself 
measurably  in  sales  returns,  but  has  a  place,  nevertheless.  In 
industries  where  products  are  standardized,  the  only  basis  for 
choice  which  the  consumer  has  is  the  service  rendered  by  the 
seller.  The  seller  has  a  right  to  set  forth  in  advertising  copy 
his  qualifications  to  serve  the  consumer. 

Cooperative  advertising  has  already  made  a  place   for  itself. 


ADVERTISING  237 

It  should  reduce  advertising  costs  in  those  fields  which  are  sus- 
ceptible to  such  a  plan.  An  excellent  discussion  of  this  subject 
is  to  be  found  in  Agnew's  Cooperative  Advertising  by  Competi- 
tors. 

The    Advertising   Appropriation. — A    well-known    writer    in 

business  periodicals  states  ^  that  ''all  methods  of  determining 
the  advertising  appropriation  must  be  predicated  on  sales  volume, 
either  expected  in  the  future  or  actually  gained  in  the  past."  He 
goes  on  to  enumerate  the  methods  actually  used,  such  as  the  per- 
centage of  sales  or  profits  method,  the  ''task"  method,  watching 
competitors,  and  other  plans.  Under  scientific  marketing,  the 
appropriation  is  looked  at  merely  as  one  of  the  marketing  stand- 
ards, and  is  determined  much  the  same  as  any  other  standard. 
The  Planning  Department,  in  formulating  the  campaign,  assigns 
to  advertising  a  certain  part  which  it  must  play.  The  plan  is 
submitted  to  the  Advertising  Manager,  who  prepares  estimates 
of  costs,  either  with  or  without  the  cooperation  of  the  agency, 
and  then  returns  these  estimates  to  the  Planning  Department. 

The  "task"  method  of  building  appropriations  is  rapidly  be- 
coming popular.  Companies  are  beginning  to  see  the  fallacy  of 
such  methods  as  assigning  so  much  money  per  unit  of  product 
for  advertising,  or  saying  'Ve  shall  spend  3  per  cent  of  our 
gross  sales  for  advertising."  A  knowledge  of  the  market  inevi- 
tably leads  to  an  understanding  of  how  to  reach  it  most  effectively. 

Since  scientific  marketing  presupposes  measurement,  it  is  es- 
sential to  budget  the  advertising  appropriation,  preferably  on  a 
monthly  basis.  A  certain  return  must  be  demanded  for  every 
expenditure,  even  though  the  expenditure  is  for  such  an  intangible 
thing  as  good  will.  It  is  the  function  of  the  Advertising  Manager 
to  make  sure  that  the  funds  which  are  intrusted  to  him  bring  the 
results  planned  for. 

Coordinating  Advertising  and  Sales. — Advertising  and 
selling  are  both  directed  to  the  same  end,  although  the  methods 
employed  for  each  differ.  Consequently  it  is  desirable  that  the 
two  departments  remain  in  close  touch  with  each  other.  The 
Advertising  and  Sales  Managers  should,  in  fact,  have  daily  con- 
ferences as  to  progress  in  addition  to  the  weekly  attendance  at 
regular  committee  meetings.  A  plan  wdiereby  coordination  is 
fostered  is  shown  in  Fig.  54. 

^  C.  B.  Larrabee  in  Printers'  Ink  Monthly,  June,   1926. 
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The  advertising  schedule  should  be  known  to  all,  especially  the 
salesmen.  It  is  customary,  of  course,  to  use  the  advertising 
campaign  as  a  part  of  the  selling  talk,  but  this  has  not  always 
proved  effective  in  the  past.  Many  salesmen  do  not  understand 
the  value  of  advertising.  To  them  it  is  a  strange  alien  function 
primarily  designed  to  make  it  harder  for  them  to  sell  because  it 
makes  the  sales  which  they  would  normally  make  themselves. 
This  is  particularly  observable  where  direct  advertising  is  con- 
cerned. 

Where  the  salesmen  have  become  convinced  of  the  value  of 
advertising,  they  should  be  shown  how  to  use  the  advertising 
schedule  as  a  regular  part  of  their  sales  equipment.  E.  I.  Du 
Pont  de  Nemours  &  Company  use  five  methods  of  making  the 
sales  force  acquainted  with  its  advertising  program,  namely,  by 
presentation  at  sales  conventions,  at  group  meetings,  by  follow- 
up  bulletin  or  letter  from  the  District  Manager,  by  personal  work 
in  the  field  with  individual  salesmen,  and  by  presentation  of 
selected  features  of  the  program  by  mail.  These  methods  may 
be  adopted  in  a  scientific  marketing  system.  It  is  preferable,  how- 
ever, to  have  the  Training  Department  give  preliminary  instruc- 
tions in  the  value  and  use  of  advertising,  and  perhaps  outline  the 
best  methods  of  keeping  salesmen  informed  of  the  progress  of 
the  advertising  campaign. 

Advertising  and  Distributors. — Advertising  must  not  only 
be  coordinated  w^ith  the  other  merchandising  activities  of  the 
company;  it  must  also  be  prepared  with  reference  to  the  needs 
of  distributors.  Those  companies,  of  course,  which  sell  direct 
to  the  consumer  do  not  have  this  problem  to  meet,  but  their 
number  is  few  in  comparison  with  those  selling  through  jobbers, 
retailers,  or  other  middlemen. 

Publication  advertising,  for  example,  must  be  coordinated  for 
best  effect  w^ith  the  local  advertising  of  distributors.  The  Ad- 
vertising Department  must  go  to  the  Service  Department  and 
to  other  sources  for  the  information  upon  which  coordinated 
efforts  can  be  based. 

There  is  great  ignorance  often  found  among  distributors  as 
to  what  the  seller's  advertising  aims  to  accomplish.  Just  as  in 
the  case  of  the  sales  force,  it  is  essential  to  explain  carefully  the 
objectives  and  policies  of  the  company. 

In  regard  to  dealer  helps,  the  Advertising  Department  prepares 
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them;  but  does  not  attend  to  their  distribution.  To  secure  the 
most  effective  ''helps,"  therefore,  the  Advertising  Department 
must  hold  conferences  with  the  various  other  departments  so 
that  there  will  be  no  mistake  as  to  the  correct  appeal  and  treat- 
ment. Advertising  otherwise  tends  to  become  mere  abstract 
publicity  without  reference  to  the  objectives  to  be  followed. 

Such  duties  as  preparation  of  mailing  lists  for  distributors 
would  normally  form  part  of  the  functions  of  the  Service  De- 
partment.    There  are  certain  border-line  activities,  in  any  case, 
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Figure  55.     Form  for  Computing  Cost  of  Advertisement,  Used  by  Dennison 

Manufacturing  Company 

It  is  essential  to  provide  suitable  forms  for  keeping  track  of  advertising 
expenditures.  Only  in  this  way  can  advertising  be  conducted  on  a  profitable 
basis. 


which  must  be  assigned  to  one  department  or  another  as  condi- 
tions warrant. 

Results. — In  no  other  marketing  activity  is  it  so  difficult  to 
compute  the  monetary  value  of  results  as  in  advertising.  The 
first  point,  therefore,  is  to  place  a  certain  value  on  the  results 
aimed  for,  and  measure  the  advertising  by  this  standard.  Each 
advertisement  or  piece  of  direct  selling  literature  should  have  its 
own  record  card.  Fig.  55  shows  such  a  form  which  is  particu- 
larly complete  in  its  provision  for  all  requisite  information  on 
which  to  base  the  cost  of  the  advertising. 
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If  advertising  is  used  to  obtain  inquiries,  the  system  must  pro- 
vide some  method  of  handHng  them.  If  samples  are  offered, 
these  must  be  sent  immediately  upon  receipt  of  the  request.  If 
booklets  or  literature  are  asked  for,  these  should  be  dispatched 
at  once. 

It  is  important  to  note  in  this  connection  that  the  Advertising 
Department  is  responsible  for  the  use  made  of  sampling  through 
advertising.  Under  some  conditions  this  is  a  wasteful  and  in- 
efficient procedure;  under  others  it  is  a  business-building  policy. 


CHAPTER  XV 
SERVICE 

The  Service  Department,  which  is  to  some  extent  the  out- 
growth of  placing  in  the  hands  of  the  pubhc  manufactured 
products  which  call  for  an  understanding  of  engineering  prin- 
ciples, is  to  be  credited  with  the  transition,  slowly  but  surely 
being  effected,  from  the  basis  of  caveat  emptor  to  a  higher-prin- 
cipled relationship  with  customers.  The  guiding  function  of  the 
Service  Department  is  the  physical  embodiment  of  the  principle 
that  the  public  must  be  given  a  fair  deal,  that  it  must  be  satisfied. 

The  term  ''service"  is  an  exceedingly  elastic  one,  and  must  nec- 
essarily remain  so,  due  to  the  great  differentiation  between  the 
service  problems  of  individual  companies.  It  is  rigidly  restricted, 
however,  by  the  true  needs  of  the  consumer.  Services  in  depart- 
ment stores,  for  example,  have  tended  to  become  competitive,  in 
which  case  the  consumer  does  not  always  derive  a  satisfaction 
commensurate  with  the  added  cost  to  him  of  the  products  sold 
under  these  conditions.  Thus  a  service,  to  be  of  real  value  to 
the  consumer,  must  not  raise  the  price  out  of  proportion  to  the 
added  satisfaction  which  he  will  enjoy. 

Principles  of  Service. — The  service  problem,  even  under 
functionalized  marketing,  is  so  varied  that  it  is  difficult  to  for- 
mulate definite  principles  applicable  to  all  cases.  The  following 
five  points,  however,  are  almost  universally  utilizable : 

1.  Forestalling  of  complaints.  No  matter  how  quickly  a  com- 
plaint is  attended  to,  it  is  likely  to  cause  some  dissatisfaction. 
The  best  method  of  giving  satisfactory  treatment  is  to  forestall 
complaints,  either  by  servicing  the  product  while  in  use,  or  to 
make  periodic  market  analyses  to  gauge  the  degree  of  consumer 
satisfaction  with  the  product. 

2.  Courteous  treatment.  When  complaints  arise,  as  they  in- 
evitably will,  no  matter  how  much  attention  is  paid  to  forestalling 
them,  courteous  treatment  must  be  given.     If  the  demand   for 
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service  seems  unfair,  it  is  essential  to  make  the  consumer  see  the 
company's  point  of  view.  In  many  cases  it  is  desirable  to  "lean 
over  backwards"  in  satisfying  the  consumer's  demands,  because 
of  the  favorable  publicity  attained  by  this  policy. 

3.  Pcrfonnance  as  promised.  Service  must  never  lag  behind 
what  the  company  has  promised.  If  salesmen  or  advertisements 
stress  service,  then  the  Service  Department  must  live  up  to  the 
standard  set. 

4.  Fair  price.  The  consumer  is  likely  to  regard  charges  made 
for  service  or  for  spare  parts  or  for  repairs  with  a  somewhat 
critical  eye.  It  may  be  desirable  for  the  company  to  make  definite 
and  exact  statements  of  costs,  so  that  the  consumer  may  see  that 
he  is  not  paying  too  high  a  price  for  what  he  receives. 

5.  An  efficient  metJiod.  Service  may  best  be  carried  out  as 
a  separate  function,  according  to  a  routine  method.  If  service 
stations  are  required,  they  must  be  located  at  convenient  points. 

Service  Functions. — All  service  is  aimed  at  the  ultimate 
consumer's  satisfaction ;  but  to  achieve  this  it  is  often  necessary 
to  work  through  tlie  distributor.  Thus  service  functions  are 
divided  broadly  into  service  to  distributors  and  service  to  con- 
sumers, although  the  objective  in  both  cases  is  identical. 

Better  consumer  satisfaction  can  be  obtained  by  teaching  the 
distributor  the  rudiments  of  scientific  marketing  and  helping  him 
to  put  them  into  practice.  Thus  if  a  manufacturer  operates  on 
scientific  marketing  principles,  his  progress  will  be  impeded  if 
the  links  in  the  distributive  chain  do  not  also  keep  step.  Some 
companies  may  accordingly  find  it  necessary  to  seek  new  distrib- 
utive channels,  but  in  certain  lines  it  will  be  found  that  retail 
merchants  are  more  alive  to  the  need  for  service  to  consumers 
than  are  the  manufacturers  themselves.  Here  again  other  ele- 
ments are  involved,  such  as  private  brands.  In  general,  however, 
the  larger  retailers  realize  that  service  must  go  with  the  goods 
sold  and  are  ready  and  willing  to  cooperate  with  the  manufacturer 
in  this  respect. 

Fig.  56  shows  the  major  service  functions  which  must  be  per- 
formed by  practically  every  company,  no  matter  what  type  of 
product  is  marketed  or  how  the  servicing  is  handled.  The  im- 
portance to  the  consumer  of  product  servicing  varies,  of  course, 
with  the  nature  of  the  product.  The  radio  or  piano  will  take  a 
great  deal  of  servicing,  while  a  food  product  will  require  servicing 
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of  a  different  character.  If  a  technical  product  goes  wrong, 
there  is  immediate  complaint,  while  if  a  food  product  proves 
unsatisfactory  complaint  seldom  reaches  the  manufacturer;  the 
demand  merely  falls  off. 
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Figure  56.     Functions  of  Service  Department 

Since  scientific  marketing  stresses  above  all  else  the  principle  of  objectivity 
of  demand,  provision  must  be  made  to  functionalize  the  giving  of  satisfaction 
to  the  consumer.  His  product  must  be  serviced  and  his  reasonable  complaints 
attended  to.  If  the  company's  product  is  distributed  through  retailers,  it  is 
essential  to  work  with  them  for  the  satisfaction  of  their  customers. 


Servicing  may  include  instructions  to  distributor  and  consumer 
as  to  how  the  product  should  be  used,  either  written  or  delivered 
by  the  sales  or  service  force.     While  every  eft"ort  must  be  made 
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to  insure  consumer  satisfaction  during  and  after  the  sales  proc- 
ess, complaints  are  sure  to  arise,  and  these  are  to  be  taken  care 
of  in  the  Service  Department.  Whatever  adjustments  are  made 
should  be  attended  to  here.  Similarly,  the  problem  of  supplying 
spare  parts  is  essentially  one  of  service. 

The     Service     Department. — In     g'eneral    the     Service    De- 
partment is  not  a  difficult  one  to  organize.     Particularly  in  indus- 
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Figure   57.    Organization   of   Service   Department 

The  Service  Department  must  be'  organized  so  that  the  satisfaction  of  the 
consumer  is  assured  both  as  far  as  the  relations  with  the  manufacturer  are 
concerned  (complaints  and  spare  parts)  and  also  as  concerned  with  his  use 
of  the  product  in  his  own  business  or  home.  Consequently  the  Service  De- 
partment may  have  to  employ  a  contact  or  service  force  to  visit  consumers ; 
if  no  special  force  is  employed,  service  must  be  rendered  by  means  of  the 
regular  sales  force. 


trial  concerns,  it  is  advisable  to  have  the  Service  Manager  a  fac- 
tory man,  because  he  will  then  have  a  factory  viewpoint  and  can 
give  intelligent  attention  to  the  needs  of  others  who  are  engaged 
in  factory  operation.  Where,  however,  service  is  to  be  given 
direct  to  the  ultimate  consumer,  a  man  of  the  greatest  tact  and 
judgment  is  required,  who  will  at  the  same  time  be  able  to 
safeguard  the  interests  of  the  company  and  of  the  consumer. 
If  the  consumer's  demands  are  unjust,  lie  must  be  able  to  settle  the 
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question  without  giving  offense.  In  a  buyer's  market,  the  good 
will  of  the  consumer  is  a  paramount  influence. 

It  is  not  always  desirable  to  set  up  a  separate  department  for 
service,  but  it  is  essential  to  have  some  one  individual  in  charge 
of  the  service  function.  Whether  there  is  a  Service  Department 
or  not,  the  salesmen  should  be  made  to  feel  that  their  duty  to  the 
customer  does  not  end  when  the  sale  is  made,  but  that  it  continues 
indefinitely. 

Fig.  57  illustrates  the  organization  of  a  Service  Department 
for  a  concern  making  a  manufactured  product  for  consumer  use. 
There  are  three  main  divisions :  first,  the  complaint  and  adjust- 
ment section,  located  at  the  home  oflice;  second,  the  spare-parts 
section,  operating  perhaps  through  branches  or  through  distribu- 
tors; and,  third,  the  service  field  force,  attending  to  the  require- 
ments of  wholesalers,  retailers,  and  consumers,  either  through  the 
regular  sales  force  or  through  a  special  force  of  service  or  contact 
men. 

It  is  extremely  important  to  include  servicing  in  the  plans  made 
for  the  marketing  campaign.  In  many  companies  the  Service 
Manager  should  form  part  of  the  permanent  committee.  In 
others  he  should  be  called  upon  constantly  for  advice.  He  is, 
of  course,  performing  a  purely  line  function  in  accordance  with 
instructions  coming  to  him  through  the  Marketing  Manager. 

Servicing  the  Technical  Product. — In  many  firms  making 
industrial  or  technical  products — that  is,  products  for  use  in  the 
manufacture  of  other  products — the  service  function  has  been 
regarded  as  a  production  problem  rather  than  a  distribution  one. 
This  attitude  is  changing,  and  rightly  so,  since  service  is  preem- 
inently a  marketing  function. 

Even  in  the  case  of  spare  parts,  the  emphasis  is  not  on  the 
production,  but  on  the  marketing  aspect.  The  spare  part  must 
be  delivered  to  tlie  consumer  or  customer  as  quickly  as  possible,  so 
that  he  may  experience  a  minimum  of  delay.  His  satisfaction 
will  depend  on  the  service  which  the  company  gives  in  this 
respect,  and  in  many  cases  his  purchase  of  new  equipment  will 
depend  on  this  factor  of  service  of  spare  parts.  Thus  Fairbanks, 
Morse  &  Company,  which  has  an  exceedingly  complicated  line  of 
products,  serving  many  industries  and  classes  of  customers,  merely 
has  a  factory  Service  Department  specializing  on  the  production 
and  distribution  of  repair  parts.     Then  the  entire  sales  force  is 
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made  to  function  in  a  service  way  along  engineering  and  mer- 
chandising lines,  with  liberal  assistance  from  the  factory  and 
from  other  experts  in  such  matters  as  the  installation  and  appli- 
cation of  the  company's  products. 

The  above  practice  is  clearly  based  on  expediency,  and  under 
a  system  of  functionalized  marketing  the  service  activities  could 
be  concentrated  under  one  head. 

Service  may  include  an  analysis  of  the  customer's  needs,  where 
the  seller  is  better  prepared  to  perform  this  survey.  Thus  the 
Lamson  Company,  makers  of  conveying  equipment,  must  make 
a  preliminary  analysis  before  the  sale  is  made.  As  an  official  of 
the  company  ^  says  : 

'Tn  one  manufacturing  plant  recently  analyzed  and  sold  Lamson 
apparatus,  the  goods  in  process  were  reduced  from  a  fifteen-day 
basis  to  a  day-and-one-half  basis,  and  this  brought  much  satis- 
faction to  that  plant.  In  another  plant,  one-half  of  the  required 
payroll  was  eliminated  with  the  conveyors  at  a  saving,  computed 
on  a  five-year  basis,  of  over  two  million  dollars." 

The  Bassick  Manufacturing  Company,  manufacturers  of  Ale- 
mite  products,  have  a  service  problem  which  is  practically  inex- 
tricable from  the  retail  sales  problem.  Here  service  depends 
largely  upon  retail  sales. 

Service  for  the  Intangible  Product. — Rendering  service  is 
an  exceedingly  important  matter,  in  attempting  to  sell  any  in- 
tangible product,  although  a  separate  organization  for  this  purpose 
is  not  usually  set  up.  For  example,  the  executive  of  a  large 
New  York  bank  says :  ''We  do  not  have  a  Service  Department 
organized  as  such,  but  the  duties  of  each  officer  and  employee 
include  giving  as  much  service  as  he  possibly  can,  unless  the 
customer's  demands  are  entirely  out  of  reason  or  out  of  proportion 
to  the  value  of  the  business  he  gives  the  bank."  The  reason  for 
this  policy  is  to  put  service  on  a  more  personal  basis  and  to  escape 
the  establishment  of  various  precedents  which,  once  fixed,  would 
be  hard  to  shake  off,  no  matter  how  high  the  expenses  might  run. 

The  difficulty  with  giving  service  without  functionalization  is 
that  it  interferes  with  routine  banking  departments,  and  thus 
reduces  efficiency.  The  First  National  Bank  of  Boston  has  a 
regular  organized  Service  Department  which  has  four  principal 
functions : 

^  H.  D.  Posey,  Manager  of  the  Industrial  Division  of  the  Company. 
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1.  Commercial  Service,  including  reports  and  advice  concerning 
markets,  both  foreign  and  domestic,  putting  buyer  in  touch  with 
seller,  and  znce  versa,  and  the  translation  of  foreign  correspond- 
ence charged  to  customers  at  cost.  The  Service  Department  did 
control  the  bank's  library  and  statistical  service,  but  this  has  now 
been  made  into  a  separate  department. 

2.  Personal  Service,  such  as  entertainment  of  visitors,  secur- 
ing theater  tickets,  and  travel  service. 

3.  Advertising,  in  cooperation  with  the  advertising  agency. 
(This,  of  course,  is  normally  not  a  service  function.) 

4.  New  Business,  keeping  the  records  on  the  basis  of  w^hich 
new  business  solicitation  is  carried  on,  and  handling  of  all  routine 
details. 

It  is  interesting  to  note  that  in  this  case  the  Service  Department 
was  originated  to  take  care  of  non-banking  inquiries  and  services. 
Out  of  the  original  service  organization  has  come  a  separate  Sta- 
tistical Department,  and  also  a  Travel  Department. 

An  interesting  manifestation  of  the  service  idea  is  to  be  seen 
in  the  chain  of  hotels  organized  by  E.  M.  Statler.  Mr.  Statler's 
service  principle,  as  outlined  by  him  in  the  beginning,  was  very 
simple : 

No  guest  to  leave  the  house  displeased. 

No  employee  retained  who  cannot  please  guests. 

Guests  must  be  invited  to  complain  and  suggest  im- 
provements. 

A  complaint  office  to  be  maintained  where  competent 
stenographer  will  take  down  on  properly  numbered 
blanks   in  triplicate   all   complaints   and   suggestions. 

The  application  of  these  principles  has  been  responsible  for 
the  growth  of  one  of  the  most  successful  hotel  businesses  in  the 
world. 

Service  for  the  Consumer  Product. — Manufacturers  and 
distributors  alike  are  beginning  to  see  that  the  true  satisfaction 
of  the  consumer  is  the  only  permanent  basis  for  future  relations 
of  a  profitable  and  lasting  character.  Hence  has  come  about  the 
rise  in  recent  years  of  methods  for  keeping  in  touch  with  con- 
sumers and  insuring  their  satisfaction.     The  scientific  system  of 
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marketing  reduces  this  policy  from  a  haphazard  and  empirical 
activity  to  a  regular  function  of  the  business. 

The  organization  of  this  function  will  differ,  of  course,  with 
the  individual  company.  For  example,  the  Johnson  Motor  Com- 
pany states  that  its  ''Service  Department  is  maintained  for  the 
purpose  of  keeping  all  motors  that  were  sold  in  the  past  and  those 
being  sold  at  the  present  time  in  perfect  running  order,  to  render 
such  service  in  a  reasonable  length  of  time,  and  to  take  care  of 
all  replacements  that  a  mechanical  contrivance  of  this  kind  is 
ordinarily  subject  to."  This  service  is  rendered  through  the  fac- 
tory and  through  a  chain  of  service  stations  in  principal  cities. 
This  is  the  practice  followed  by  the  automobile  companies. 

The  Savage  Arms  Corporation,  which  makes  washing  ma- 
chines, tries  to  select  its  agencies  on  the  basis  of  the  service 
which  they  will  give  to  the  consumer,  since  it  is  believed  that 
the  ''best  advertisement  is  always  the  satisfied  user,  and  it  is  the 
satisfied  users  who  sell  electrical  appliances  by  recommending 
them  to  their  friends,  which  is  better  than  any  money  spent  in 
consumer  or  magazine  advertising." 

It  is  interesting  to  note  that  in  the  washing-machine  field  from 
80  to  85  per  cent  of  all  washing  machines  are  sold  on  the  in- 
stallment or  time-payment  plan,  requiring  from  twelve  to  fifteen 
months  for  payment.  Installment  selling  has  been  a  powerful 
stimulus  to  the  giving  of  service,  since  during  the  period  of  pay- 
ment the  dealer  must  give  prompt  and  satisfactory  attention  to 
the  machine  and  keep  it  running  properly.  The  Savage  Arms 
Company  uses  a  Guarantee  Bond,  the  terms  of  which  each  of  its 
dealers  or  agencies  is  responsible  for  carrying  out.  See  Fig.  58. 
Several  of  the  company's  best  agencies  do  no  advertising,  but 
secure  all  new  prospects  through  service  calls  alone.  Each  cus- 
tomer is  called  upon  at  regular  periods  to  see  if  any  service  is 
needed  and  if  she  is  entirely  satisfied.  During  the  course  of 
these  calls  a  large  number  of  friends  are  made,  and  the  names 
of  new  prospects  are  secured,  whose  business  is  obtained  through 
the  influence  of  the  satisfied  user. 

Probably  it  is  in  the  automobile  business  to  which  credit  must 
be  given  for  the  greatest  development  of  the  service  idea,  that  its 
good-will  possibilities  have  been  most  widely  made  use  of.  An 
interesting  example  of  this  is  that  of  the  Packard  Motor  Car 
Company.     N.  A.  Lull,  of  i^s  Service  Department,  says : 
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"The  Advertising  Department  sends  out  questionnaires  to  the 
owners  of  new  vehicles.  When  these  have  been  filled  in  and 
returned  they  are  carefully  gone  over  and  any  which  reveal  that 
the  owner  is  not  entirely  satisfied  with  the  car  from  a  service 
standpoint  are  referred  to  this  department.  These  are  handled  in 
the  same  manner  and  a  very  careful  record  is  kept  so  that  the 
factory  is  in  touch  with  cars  in  actual  operation  at  all  times." 

The  Contact  or  Service  Force. — As  mentioned  previously, 
service  may  and  should  be  given  through  the  regular  sales  force, 
whether  or  not  a  separate  service  force  is  maintained.  In  some 
cases,  companies  have  found  it  highly  profitable  to  maintain  a 
separate  force  of  men  to  do  nothing  but  one  highly  specialized 
form  of  service  work.  Functionalization,  by  segregating  and 
restricting  the  selling  task,  permits  higher  efficiency  throughout 
the  organization. 

The  ^^olian  Company,  makers  of  pianos,  player  pianos,  and 
radios,  has  a  carefully  worked  out  method  of  continuing  the 
selling  process  after  the  sale  has  been  completed.  A  service  man 
is  present  when  an  instrument  is  delivered.  He  sets  it  up,  ad- 
justs it,  and  sees  that  it  is  in  perfect  condition.  This  prevents 
an^-thing  from  going  wrong  at  the  start. 

Without  demand  on  the  part  of  the  customer,  periodical  calls 
are  made  by  the  service  man  for  a  specified  length  of  time,  at 
the  expiration  of  which  the  customer  is  asked  to  pay  a  nominal 
service  charge  for  any  further  service  rendered,  and  to  sign  the 
service  contract  illustrated  in  Fig.  59. 

The  feature  of  this  company's  service  plan  is  what  is  known 
as  the  Contact  Force,  standing  midway  between  sales  and  service. 
The  service  function,  as  the  term  is  used  by  this  concern,  is  purely 
mechanical,  while  the  sales  function  is  that  and  only  that,  but 
the  duty  of  the  Contact  Force  is  to  keep  in  touch  with  the  cus- 
tomer after  the  sale  has  been  made.  The  Contact  Man  makes 
his  appearance,  as  a  rule,  the  night  upon  which  the  instrument 
is  delivered.  He  continues  the  selling  process  and  endeavors  to 
make  everyone  in  the  family  like  the  instrument.  He  finds  out 
v/hat  sort  of  music  the  family  likes  best,  and  then  helps  to  build 
a  library  of  this  sort  of  music,  if  the  product  is  a  player  piano. 
This,  of  course,  helps  in  the  sale  of  rolls. 

These  Contact  Men  work  on  a  zone  system.  It  is  the  Contact 
Man's  job  to  call  at  certain  intervals  at  everv  customer's  house 
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RADIO  SERVICE  CONTRACT 


3n  ronaiJipratioti  n( Dollars, 

payable  on  the  first  day  of  the  month  following  the  date  hereof,    THE   AEOLIAN 
COMPANY    will  service  your  „ _ Radio 

for  one  year  from  date,  periodically  without  notice. 

This  Radio  Service  covers  the  following : 

1 — A  complete  inspeaion  of  your  Radio  equipment  once  every  thirty  days  This 
inspection  will  consist  of  a  thorough  test  of  the  set,  conditions  of  the  batteries, 
tubes  and  accessories. 

2 — One  extra  call  per  month,  without  charge,  in  the  event  that  your  Radio  set 
develops  trouble  between  our  regular  monthly  inspeaions. 

This  yearly  service  charge  does  not  inrluHe  the.  charging  of  batteries,  or  the 
replacements  of  worn  out  tubes  or  batteries,  all  such  replacements  being  made  at  our 
regular  retail  prices. 

For  addional  service  calls,  a  special  rate  of  $2.00  per  hour  will  be  made  to 
subsaibers  to  this  service 


Date. 


The  Aeolian  Company 

P" 


Subscriber., 


Figure  59.     Service  Contract  Form 
The  Aeolian  Company  believes  it  is  good  policy  to  see  that  the  customer's 
radio  set  remains  in  perfect  condition.    Hence  it  has  evolved  a  method  by  which 
service  is  given  at  regular  intervals  after  the  purchase  of  the  product. 


American  Piano  Company 

REPAIR    DEPARTMENT 

425    WEST    55th    STREET 
NEW    YORK 
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SERVICE  should  commence  Immediately  with  the  delivery  of  the  Instrument. 
Do  not  wait  until  the  owner  complains. 

Delivery  should  be  arranged  so  that  the  SERVICE  representative  will  have 
time  to  connect  and  properly  Inspect  the  instrument,  tune  the  piano  and 
instruct  the  owner  regarding  its  care  and  operation.   Have  a  polisher  go 
to  clean  off  the  piano  after  the  first  handling  is  over. 

The  salesman  then  should  call  on  his  customer  and  see  if  all  is  satls-^ 
factory.  He  should  be  conversant  on  all  detail  concerning  the  care  and 
operation,  and  Impress  the  customer  with  the  facts  concerning  the 
SERVICE  that  will  be  rendered  by  reason  of  his  or  her  purchase. 

With  each  instrument  sold  the  customer  receives  one  (1)  year  of  Free 
SERVICE.   A  fixed  sum  is  deducted  from  the  sale  and  credited  to  SERVICE 
for  this  purpose. 

SERVICE  on  straight  pianos  consists  of  keeping  the  piano  tuned  and 
regulated  by  calls  at  three  (3)  month  Intervals  Or  four  (4)  regular 
calls  during  the  year. 

SERVICE  on  Ampicos  consists  of  keeping  the  piano  tuned  and  regulated, 
and  mechanism  adjusted  by  calls  at  two  (2)  month  Intervals  or  six  (6) 
regular  calls  during  the  year,  also  giving  emergency  calls,  in  addition, 
when  necessary. 

Full  cooperation  should  be  exercised  to  keep  down  the  nvunber  of  "Sure 
Dates"  and  in  the  end  more  ground  will  be  covered  due  to  the  work  being 
done  more  efficiently. 

Our  men  are  not  held  to  covering  so  many  Jobs  a  day.  but  they  are  en- 
couraged to  do  their  work  right.   Ground  covering  has  never  proveuL 
satisfactory  to  the  patrons  or  the  employee. 

Consistent  following  of  this  plan  will  minimize  the  embarrassing  emer- 
gency calls,  which  are  very  difficult  to  handle  to  the  satisfaction  of 
all  concerned. 

There  may  be  many  ways  to  handle  the  SERVICE  situation  efficiently  de- 
fending largely  on  the  location  of  the  dealer  and  conditions  to  be  met. 

Figure  6o.  Service  Policy  of  the  American  Piano  Company 
In  this  case  service  is  reduced  to  a  regular  system  whereby  the  piano  is 
serviced  free  for  one  year,  after  which  a  charge  is  made  to  the  customer. 
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in  that  zone.  He  is  a  species  of  super-service  man,  keeping  every- 
one convinced  of  the  value  of  the  ^oHan  products.  These  men 
receive  a  commission  on  whatever  is  sold  through  their  effort 
or  through  their  leads,  even  though  they  themselves  do  not  con- 
summate the  sale. 

Fig.  60  explains  in  detail  the  service  policy  of  the  American 
Piano  Company.  Here  again  the  policy  is  not  to  v^ait  until  the 
customer  complains,  but  to  forestall  this  complaint.  While  as 
much  service  as  possible  is  automatically  rendered,  it  is  also  given 
to  owners  who  wish  their  instruments  serviced  only  at  their 
request. 

Fair  versus  Unfair  Service. — In  rendering  service,  the 
manufacturer  is  not  in  such  a  difficult  position  as  the  mail-order 
house,  which  must  make  good  its  guarantee  of  satisfaction  un- 
conditionally. The  manufacturer  or  distributor  is  many  times 
in  a  position  where  he  is  obliged  to  investigate  the  justice  of  the 
demands  for  service  made  upon  him.  He  must  always  keep  in 
mind,  however,  that  compliance  with  what  seems  an  unreasonable 
request  is  often  the  best  form  of  advertising  he  could  invest  in. 

One  difficulty  which  must  be  guarded  against  is  misunderstand- 
ing with  the  customer  over  promises  made  by  the  salesman.  Of- 
ten, in  the  desire  to  make  a  sale,  the  salesman  may  go  too  far 
in  his  statement  of  what  the  company  is  prepared  to  do  in  the 
way  of  service,  and  when  the  customer  finds  out  he  is  not  to 
receive  all  he  thought  he  was  entitled  to,  there  is  likely  to  be 
ill  feeling.  This  may  be  guarded  against  by  standardizing  the 
selling  process  and  penalizing  the  salesman  who  exaggerates  or 
makes  unwarranted  promises. 

One  of  the  hardest  complaints  to  be  dealt  with  arises  from 
unsatisfactory  performance  of  the  product,  due  to  abuse  by  the 
customer.  Almost  every  manufacturer  is  likely  to  experience  this 
in  varying  degrees.  The  remedy  is  to  have  the  product  installed 
by  the  company's  own  representatives,  or,  if  this  is  impossible 
(as  it  generally  is)  to  have  the  product  accompanied  by  such 
instructions  as  will  make  perfectly  plain  the  correct  manner  of 
usage. 

There  has  often  been  somewhat  acrimonious  discussion  be- 
tween buyer  and  seller  as  to  the  cost  of  service  rendered  in  the 
matter  of  spare  parts  and  repair  work.  Best  policy  aims  to  base 
service  on  cost,  the  profits  to  be  made  out  of  new  business.     Many 
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companies  feel,  however,  that  they  have  a  right  to  at  least  a  fair 
profit  in  spare  parts. 

Service  to  Distributors. — The  importance  of  giving  service 
to  distributors  is  rapidly  being  recognized.  Thus,  the  policy  of 
giving  dealer  helps  has  shifted  from  one  where  the  interests  of 
the  manufacturer  alone  are  considered  to  one  where  the  dealer's 
requirements  are  paramount.  Dealers'  demands  will  differ  in 
the  various  lines  of  industry,  from  requests  for  merchandising 
assistance  to  inquiries  for  aid  in  improving  credit  conditions. 

The  manufacturer  can  render  efficient  service  only  if  he  is 
well  acquainted  with  the  conditions  which  his  distributors  have 
to  meet.  It  is  possible  to  make  a  market  survey  for  the  purpose 
of  eliciting  this  information,  and  in  many  cases  such  an  analysis 
proves  profitable.  Fig.  61  shows  the  complete  record  kept  by 
the  Dennison  Manufacturing  Company  of  its  distributors.  Such 
a  record  allows  assistance  to  be  made  on  a  factual  basis  rather 
than  on  guesswork,  by  either  the  distributor  or  the  manufacturer, 
as  so  often  happens. 

Such  concerns  as  the  National  Cash  Register  Company  have 
gone  deeply  into  the  problems  of  making  customers  better  mer- 
chants. This  is  done  as  a  form  of  its  sales  service.  Other  sell- 
ing agencies,  such  as  the  California  Fruit  Growers'  Exchange, 
try  to  make  dealers  into  better  merchants  so  as  to  enlarge  the 
channels  for  the  products  of  its  members,  thus  turning  an  ap- 
parent expense  into  a  profitable  investment.  For  example,  it 
teaches  dealers  what  the  correct  economic  average  margin  is  for 
oranges  and  lemons,  how  fruit  should  be  displayed,  and  how  to 
take  advantage  of  the  Exchange's  advertising. 

The  installation  of  dealer  helps  is  often  regarded  as  a  service 
function.  These  helps  are  prepared  by  the  Advertising  Depart- 
ment, of  course. 

Service  Through  Distributors. — It  often  happens  that  a 
company  desiring  to  give  service  to  consumers  must  render  this 
service  via  the  retailer,  rather  than  by  direct  means.  The  first 
problem  is  to  show  the  retailer  how  the  rendering  of  service  is 
of  positive  benefit  to  him,  and  then  to  educate  him  in  the  best 
methods  of  rendering  it.  This  indirect  service  problem  is  funda- 
mental in  the  case  of  makers  of  washing  machines,  vacuum 
cleaners,  or  other  products  of  this  nature  when  they  are  not  mer- 
chandised through  the  company's  own  retail  outlets  or  agencies. 
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Figure  6i.     Record  of  Distributors  Kept  by  Manufacturer 

A  record  of  this  sort  serves  many  purposes,  and  helps  to  make  for  closer  co- 
ordination between  the  producer  and  his  distributors.  It  enables  the  manu- 
facturer to  give  better  service  because  it  gives  a  good  picture  of  the  distrib- 
utor and  his  normal  requirements. 
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The  service  plan  should  not  be  forced  upon  the  retailer,  how- 
ever. If,  for  example,  he  is  required  to  service  the  products 
which  he  sells  for  a  certain  length  of  time,  financial  adjustments 
may  have  to  be  made  in  return  for  the  expense  he  has  been  put  to. 
Once  the  service  plan  is  in  operation,  a  certain  amount  of  control 
will  be  necessary,  including  the  following : 

1.  A  record  of  sales  made  by  the  retailer,  giving  names,  ad- 
dresses, and  type  of  product  sold. 

2.  A  report  of  service  given  to  customers,  showing  what  re- 
pairs have  been  made,  what  complaints  adjusted,  etc.  Such  a 
report  as  this  is  an  excellent  indicator  of  where  improvements 
should  be  made,  either  in  the  product  or  in  the  method  of 
distribution. 

3.  A  standard  schedule  of  prices  and,  where  practicable,  a 
standard  time  table  for  repairs.  Such  schedules  should  be  as 
uniform  as  possible. 

4.  A  standard  accounting  method  as  far  as  the  company's 
products  are  concerned,  chiefly  valuable  where  the  company's 
product  forms  all  or  the  major  part  of  the  dealer's  stock. 


CHAPTER  XVI 

CREDIT 

The  credit  losses  of  a  recent  year  were  estimated  by  the 
National  Association  of  Credit  Men  as  being  in  the  neighbor- 
hood of  $500,000,000.  With  an  estimated  installment  credit  of 
three  billions,  it  seems  highly  probable  that  the  credit  losses  will 
be  materially  increased.  Here  again,  as  in  all  other  cases  of 
marketing  waste,  it  is  the  consumer  who  pays  in  the  end.  Con- 
sequently, anything  that  can  be  done  to  reduce  credit  wastes  will 
be  of  direct  public  benefit. 

If  a  credit  man  were  asked  what  the  remedy  consisted  of,  he 
would  probably  say  that  it  lay  in  a  stricter  credit  policy,  doing 
away  with  installment  selling,  and  the  elimination  of  uncertain 
accounts.  Another  possible  step  which  might  prove  beneficial 
would  be  to  intrust  the  credit  function  to  one  of  the  marketing 
departments,  under  the  control  of  the  Marketing  Manager. 

There  is,  of  course,  a  time-honored  and  basically  sound  tradi- 
tion that  the  Credit  and  Sales  Departments  should  be  separate. 
This  probably  goes  back  to  the  time  when  it  was  not  so  difficult 
to  sell  the  goods  as  to  get  payment  for  them  afterv/ards.  It 
has  been  customary  in  many  firms  for  the  credit  function  to  be 
assumed  by  one  of  the  owners,  and  this  has  often  been  satis- 
factory where  the  accounts  are  relatively  few  and  where  pleasant 
personal  relationships  could  be  built  up.  But  business  is  becoming 
so  complex  and  so  large  that  such  a  procedure  is  no  longer  the 
rule  but  the  exception. 

Credit,  furthermore,  has  tended  to  become  a  special  activity. 
J.  H.  Tregoe,  the  Executive  Manager  of  the  National  Associa- 
tion of  Credit  Men,  says,  "Dealing  with  credit  properly  is  pro- 
fessional work,  and  to  cultivate  a  credit  sense  requires  the  study 
that  is  not  always  given  to  an  allied  subject." 

Any  tampering  with  the  credit  function  as  now  organized  Is 
sure  to  meet  with  opposition.     Yet  there  is  a  constantly  grow- 
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ing  feeling  that  credit  and  sales  are  so  closely  connected  that 
something  should  be  done  to  make  coordination  more  complete. 
Various  possibilities  are  suggested,  such  as  placing  the  Credit 
Department  under  the  Sales  Manager,  or  having  salesmen  collect 
credit  information,  or  even  doing  away  altogether  with  the  Credit 
Department  on  the  theory  that  the  loss  from  bad  debts  will  be 
less  than  the  expense  of  maintaining  this  so-called  ''unproductive'' 
function.  The  scientific  system  of  marketing  places  the  Credit 
Department  in  the  Marketing  Division  under  the  Marketing 
Manager. 

The  Credit  Functions. — Fig.  62  shows  the  functions  which 
the  ordinary  Credit  Department  will  be  called  upon  to  carry  out  in 
the  formation  of  a  credit  policy,  the  investigation  of  trade  risks, 
the  tabulation  of  credit  information,  and  the  matter  of  adjust- 
ments of  claims  and  complaints  having  to  do  with  terms  of 
payment,  discounts,  and  other  minor  activities. 

The  credit  policy  will  be  worked  out  by  the  Planning  Depart- 
ment, approved  by  the  Marketing  Manager,  and  put  into  effect 
by  the  Credit  Department. 

The  emphasis  will  shift  from  the  present  system  of  collecting 
information  about  accounts  already  opened,  or  in  process  of  being 
opened,  to  credit  information  about  the  whole  field.  Further- 
more, it  will  not  rely  solely  upon  data  secured  from  credit 
agencies,  but  will  go  out  into  the  field  after  first-hand  facts.  It  is 
unwise,  on  the  other  hand,  to  rely  too  strongly  on  facts  gathered 
from  the  field,  until  a  high  degree  of  proficiency  has  been  attained 
in  this  sort  of  work.  It  is  easy  to  lay  too  much  emphasis  on  field 
information.  The  mechanisms  of  credit  information  are  fre- 
quently more  reliable  than  the  usual  field  observations  and  gen- 
eralizations. 

All  credit  information  will  be  filed  under  some  system  per- 
mitting immediate  reference.  There  is  much  to  recommend 
consolidating  the  credit  files  with  those  of  the  IMarket  Research 
Department,  making  them  easily  available  to  the  Credit  Manager. 

The  question  of  claims  and  adjustments  will  also  fall  naturally 
within  the  scope  of  the  Credit  Department's  functions. 

The  credit  problem  differs  widely  for  various  industries  and 
even  the  various  companies  within  an  industry.  For  a  small 
company,  with  few  accounts,  the  credit  problem  is  largely  a 
personal  one.     This  is  also  the  case  for  a  large  company  which 
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Figure  62.  Functions  of  the  Credit  Department 
There  is  an  increasing  tendency  to  regard  credit  as  a  marketing  function, 
rather  than  as  a  financial  function.  One  solution  is  to  have  the  general 
credit  policies  originate  from  the  Financial  Department,  but  to  entrust  their 
execution  to  one  of  the  departments  of  the  Marketing  Division.  The  close 
relation  existing  between  credits  and  sales  under  a  competitive  system  renders 
this  desirable. 
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has  but  a  few  customers.  The  importance  of  the  Credit  De- 
partment tends  to  increase  with  the  number  of  customers.  In 
practically  every  case,  its  success  will  depend  as  much  upon  its 
ability  to  foster  pleasant  debtor-creditor  relations  as  upon  its 
vigilant  surveillance  of  risks. 

The  question  comes  up  at  this  point  as  to  who  should  take 
care  of  collections.  Obviously,  collections  and  credits  are  inter- 
connected at  many  points.  Obviously,  also,  it  will  not  assist  in 
maintaining  good  relations  to  have  the  Credit  Manager  and 
the  Collection  Manager  one  and  the  same.  If,  therefore,  ac- 
counts do  not  pay  w^ithin  the  stipulated  period,  it  may  be  best 
to  turn  them  over  to  the  Legal  Department  or  to  the  Financial 
Department.  This  should  not  be  done  before  the  Credit  De- 
partment has  done  what  it  can  to  adjust  the  claim  amicably. 
One  authority  on  business  problems  is  of  the  opinion  that  the 
Credit  Manager  is  already  having  difficulty  in  keeping  from 
being  a  high-class  clerk  whose  function  is  to  save  money.  It 
is  true  that  he  must  still  be  the  watch-dog  of  the  treasury,  but 
his  functions  and  opportunities  are  much  larger  than  this.  He 
must  possess  the  broad  outlook  upon  business  problems  which 
will  enable  him  to  help  carry  out  the  program  of  the  Financial 
Departments.  He  must  be  able  to  modify  his  credit  policies, 
when  business  requires  it,  in  such  a  way  as  to  retain  tl"te  good  will 
of  the  company's  customers.  If  installment  selling  is  one  of 
the  features  of  this  policy,  either  by  the  company  itself  or  by 
its  distributors,  he  must  be  able  to  formulate  and  carry  out  a 
plan  which  will  make  it  unnecessary  to  replevin  half  of  the 
articles  sold.  Furthermore,  if  accounts  are  slow  in  payment,  he 
must  make  it  his  business  to  find  out  the  reason  for  this  and 
to  suggest  remedies. 

Fig.  63  gives  some  idea  of  how  the  Credit  Department  for  a 
medium-sized  concern  might  be  organized  under  a  scientific  mar- 
keting system.  The  Credit  Manager  here  has  two  assistants,  one 
of  whom  takes  charge  of  the  office,  including  files  and  corre- 
spondence, while  the  other  has  charge  of  collection  of  information 
from  the  field  and  from  branches.  It  is  held  desirable  to  cen- 
tralize the  Credit  Department,  even  w^here  a  branch  system  of 
distribution  is  employed,  although  branches  should  be  furnished 
copies  of  all  credit  data  affecting  their  customers. 

The  Credit  Manager  himself  should  be  present  at  all  com- 
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mittees  concerned  with  selling  policies  and  programs.  It  is  be 
who  should  be  able  to  reflect  the  financial  point  of  view.  He 
must  work  at  all  times  in  close  connection  with  the  Sales  Mana- 
ger. Since  the  Sales  Manager  has  been  relieved  of  all  non- 
selling  activities,  he  and  the  Credit  Manager  no  longer  have  cause 
for  friction.  Their  interests  are  directed  towards  making  profits 
for  the  company  rather  than  simply  to  increase  the  volume  of 
sales. 
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Figure  63.  Organization  of  the  Credit  Department 
There  are  two  main  divisions  of  a  credit  department  under  the  scientific 
marketing  system.  The  first  takes  care  of  the  collection  of  data  from  the 
field  and  from  the  sales  force  or  branches.  The  second  takes  care  of  the 
routine  office  procedure  and  also  of  the  important  question  of  credit  adjust- 
ments. 


Many  authorities  look  upon  credit  as  a  financial  function. 
With  reluctance  they  admit  that  for  ''expediency  in  selling"  it 
may  be  desirable  to  include  it  in  the  Marketing  Division.  It  is 
true,  of  course,  that  credit  is,  in  many  respects,  a  financial  prob- 
lem, but  as  far  as  customer  credits  are  concerned,  it  is  mainly 
a  problem  afifecting  market  potentialities. 

The  Credit  Policy. — It  is  extremely  important  that  the 
credit  policy  should  be  carefully   formulated.      A  credit  policy 
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that  is  too  conservative  may  increase  selling  resistance  and  selling 
costs.  In  the  desire  to  keep  losses  down  to  a  minimum,  the  ex- 
penses of  doing  business  may  actually  be  increased.  This  is  said 
to  come  about  through  too  close  a  scrutiny  of  the  agency  rating 
books,  w^hich  naturally  tend  towards  conservatism.  A  writer  -^ 
in  a  business  periodical  not  long  ago  blamed  the  National  Asso- 
ciation of  Credit  Men  for  inspiring  credit  men  generally  with  a 
negative  attitude  rather  than  the  constructive  one  which  they 
should  possess. 

A  buyer's  market  inevitably  means  an  added  deference  towards 
customers.  The  Credit  Department  no  longer  finds  it  profitable 
to  be  brusque  in  its  demands.  It  does  everything  it  can  to 
avoid  hurting  the  feelings  of  customers.  This  ''sales"  attitude 
has  begun  to  pervade  credit  departments  in  many  companies. 
If  the  Credit  Manager  tightens  up  unreasonably  on  credits,  then 
the  Sales  Department  is  immediately  aroused,  and,  instead  of 
cooperation,  there  is  constant  friction. 

It  has  often  been  pointed  out  that  not  to  have  overdue  accounts 
may  mean  that  the  company  is  adopting  too  severe  a  credit 
policy  and  is  thereby  increasing  its  selling  costs.  This  may  or 
may  not  be  true.  Under  the  scientific  system  of  marketing,  the 
Research  Department  and  the  Planning  Department  will  be  able 
to  inform  the  Credit  Manager  of  any  impending  period  of  busi- 
ness depression  in  ample  time  for  him  to  adjust  his  policies 
accordingly.  The  credit  policy  should  no  longer  be  isolated, 
but  should  be  correlated  with  the  other  marketing  activities. 

The  Collection  of  Credit  Information. — One  of  the  best 
methods  of  obtaining  credit  information  is  at  first  hand.  The 
difficulty  and  expense  of  doing  this  have  given  rise  to  the  credit 
agencies  and  the  various  rating  books.  These  books,  however, 
are  extremely  conservative,  and  often  do  not  have  adequate  in- 
formation about  the  smaller  accounts.  Some  companies  are  not 
rated  at  all.  Furthermore,  credit  information  is  constantly 
changing,  so  that  the  books  get  out  of  date  rapidly.  While  use- 
ful for  purposes  of  corroboration,  they  should  be  looked  upon  as 
supplementing  the  company's  own  investigations. 

It  is  not  to  be  supposed  that  the  various  agencies,  services, 
associations,  and  rating  companies  which  are  organized  to  give 
credit  information  on  a  wholesale  basis  are  to  be  cast  aside.     On 

^Ben  Blanton,  Printers'  Ink,  February  5,  1925. 
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the  contrary,  they  should  be  used  as  much  as  ever.  One  policy 
of  scientific  marketing,  however,  is  to  build,  as  nearly  as  possible, 
a  self-contained  and  independently  operating  unit.  Outside  advice, 
assistance,  and  information  should  be  taken  advantage  of,  but 
they  should  not  be  relied  upon  implicitly.  Provision  should  be 
made  within  the  organization  for  checking  up  on  outside  con- 
tacts of  every  sort. 

Credit  information,  under  a  scientific  system  of  marketing,  is 
normally  gathered  by  the  field  force  of  the  Market  Research 
Department.  This  service  will  often  go  far  towards  paying  the 
expenses  of  such  a  force.  In  some  cases,  credit  research  be- 
comes one  of  the  most  important  parts  of  the  field  force's  activi- 
ties, since  its  results  can  be  put  to  immediate  and  tangible  excuse. 

The  research  men  have,  or  should  have,  the  advantage  of 
absolute  lack  of  bias,  something  which  neither  the  sales  force 
nor  the  credit  men  themselves  can  be  said  to  have.  They  are 
trained  to  size  up  the  merchant,  his  store,  and  his  method  of 
doing  business  with  absolute  impartiality.  They  can  see  what 
problems  he  has  to  deal  with,  whether  it  is  desirable  to  extend  him 
further  credit,  or  whether  credit  should  be  refused.  There  is 
none  of  the  uncertainty  and  impersonality  of  the  stereotyped 
credit  report.  Neither  is  the  credit  relationship  emphasized  since 
the  research  man  collects  this  information  only  in  conjunction 
with  other  purposes.  Credit  information  is  a  by-product  of  mar- 
ket analysis. 

To  a  considerable  extent,  market  analysis  and  credit  investiga- 
tion are  identical  functions.  At  least,  they  overlap  to  such  an 
extent  that  they  might  well  be  combined  under  a  single  head. 
Credit  data  are  of  fundamental  importance  in  making  a  market 
survey.  The  market  analyst  must  of  necessity  familiarize  himself 
with  the  financial  strength  of  prospects.  Conversely,  the  knowl- 
edge which  the  Market  Research  Department  acquires  is  of  prime 
significance  to  the  Credit  Manager. 

The  Salesmen  and  Credit. — The  selling  end  of  a  business 
often  has  a  deep-rooted  dislike  of  the  Credit  Department.  This 
is  an  unfortunate  attitude  which  can  be  eradicated  most  effectu- 
ally by  proper  education  and  training  of  the  sales  force  as  to  the 
nature  of  the  credit  function.  Hence  the  rudiments  of  the  credit 
policy  and  plan  should  also  be  included  in  his  sales  manual.  In 
some  cases  it  has  proved  desirable  to  make  the  salesman's  re- 
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muneration  dependent  upon  the  amount  of  credit  losses  among 
his  customers.  In  the  majority  of  cases,  however,  commissions 
are  paid  out  of  gross  sales  rather  than  out  of  sales  after  returns 
and  credit  losses  have  been  deducted. 

The  argument  that  salesmen  should  be  the  actual  collectors  of 
credit  information  has  been  vehemently  attacked  because  it  is 
held  to  be  entirely  opposed  to  the  salesman's  interests  to  obtain 
credit  data  unfavorable  to  the  customer  whom  he  intends  to  sell. 
There  are,  however.  Sales  Managers  who  believe  that  their  sales- 
men should  collect  credit  data  on  both  new  and  old  accounts. 
They  point  out  justly  that  it  is  easier  to  get  accurate  information 
on  the  spot  rather  than  through  printed  forms,  while  the  smaller 
merchants  frequently  have  no  credit  ratings  with  the  commercial 
credit  agencies.  Finally,  credit  is  often  a  matter  of  personal 
judgment,  which  the  salesmen  should  be  able  to  exercise. 

Where  the  salesmen  are  to  be  used  as  collectors  of  credit  in- 
formation, and  this  may  be  necessary  in  some  cases,  then  their 
remuneration  should  be  made  dependent  upon  their  credit  judg- 
ment as  well  as  upon  their  volume  of  sales.  Many  concerns 
at  present  require  salesmen  to  make  a  report  upon  each  new  ac- 
count in  addition  to  the  regular  form  statement  filled  out  by  the 
applicant  for  credit.     See  Fig.  64. 

Tabulation  of  Credit  Information. — Next  to  the  collection 
of  credit  information  in  importance  is  its  careful  tabulation. 
Credit  files  should  be  maintained  in  detail  and  kept  up-to-date.  A 
careful  system  should  be  installed  for  taking  care  of  field  reports 
as  they  are  received.  Care  should  be  taken  to  have  all  the  com- 
mercial agency  ratings  in  their  most  recent  form.  Sometimes, 
also,  it  is  desirable  to  cooperate  with  other  firms  by  exchanging 
credit  information. 

Relationship  with  the  Accounting  Department  is,  of  course, 
very  close.  The  Credit  Department  must  be  informed  imme- 
diately when  any  account  becomes  overdue,  so  that  it  can  take 
prompt  measures  to  cope  with  the  situation.  In  some  companies, 
duplicates  of  shipping  orders  and  invoices,  as  well  as  payments 
on  account,  are  sent  to  the  Credit  Department  as  a  matter  of 
course,  so  that  it  may  know  at  all  times  just  what  the  status  of 
any  account  may  be. 

The  Credit  Department  in  many  cases  will  be  called  upon  to 
investigate  inactive  accounts  and  to  ascertain   the   reason   why 


1.  Moral  standing. 

Local  opinion  and  your  own  dealing  with  him  should  enable 
you  to  form  an  opinion.  Give  us  the  benefit  of  it  whether  it 
be  good  or  bad. 

2.  Experience  and  business  ability. 

Actual  facts,  as  to  this  experience,  should  be  easily  obtainable 
in  ordinary  conversation.  The  appearance  of  his  store,  the 
conditions  of  his  stock,  his  manner  of  handling  trade  and  help, 
come  under  your  observation  and  your  comments  upon  them 
will  help  us  to  form  a  correct  opinion  of  his  ability. 

3.  Past  record. 

We  can  get  this  complete,  if  you  will  get  names  and  addresses 
of  those  with  whom  the  customer  deals  and  will  be  careful  to 
give  us  the  location  and  approximate  dates  of  his  previous 
ventures. 

4.  Financial  worth. 

We  can  usually  obtain  information  on  this  point,  except  in 
the  case  of  a  beginner.  Any  man,  asking  that  credit  be  ex- 
tended to  a  new  venture,  should  be  anxious  to  give  complete 
information  as  to  its  finances.  la  effect,  we  are  investors  in 
the  business  and  clearly  entitled  to  the  information.  It  should 
not  be  difficult  to  show  that  it  is  really  desirable  and  beneficial  to 
give  the  full  facts ;  every  business  must  depend  largely,  for  its 
successful  operation,  on  its  relations  with  its  suppliers. 

5.  Prospects  of  success  from  standpoint  of  location  and  com- 

petition. 

The  salesman  is  chiefly  responsible  if  his  house  is  not  fully 
and  truthfully  informed  on  these  points. 

6.  Existing  local  conditions. 

This  is  always  valuable  information  and  can  be  covered  in  a 
very  few  words. 


Fig.  64.     How  the  Salesman  Can  Help  with   Credits 
It  is  sometimes  desirable  to  have  the  salesman  collect  and  transmit  certain 
information  in   regard  to  customers'  credit   risks.     The  above   six  points   are 
used  by  one  company  as  guides  to  the  salesman  in  collecting  credit  information. 
— Printers'  Ink,  July  22,  1926. 
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buying  has  ceased.  This  task  is  sometimes  assigned  directly  to 
the  Research  Department,  which  makes  the  necessary  investiga- 
tion. If  this  is  not  feasible,  it  can  be  done  by  correspondence, 
although  not  so  satisfactorily.  If  the  account  is  small,  it  does 
not  usually  pay  to  make  the  personal  investigation. 

Where  the  company  has  a  number  of  branches,  it  is  essential, 
under  normal  conditions,  for  the  Branch  Manager  to  be  able 
to  decide  upon  all  but  the  most  important  credit  questions.  If 
the  branch  is  large  enough,  it  is  sometimes  feasible  to  have  an 
Assistant  Credit  Manager  in  residence,  but  in  any  case  the  basic 
credit  function  should  be  centralized  at  headquarters.  Otherwise 
there  will  be  differences  in  credit  policies  due  to  the  individual 
characteristics  of  the  Branch  Managers.  This  tends  to  make  for 
dissatisfaction  and  inefficiency.  If  branch  managers  are  to  be 
allowed  wide  latitude  in  the  matter  of  credits,  careful  rules  should 
be  laid  down  for  their  observance.  It  is  true,  of  course,  that 
credit  conditions  will  vary  a  great  deal  locally,  and  that  local 
conditions  should  accordingly  be  taken  into  consideration. 

Installments. — The  question  of  installment  selling  is  no 
longer  confined  to  a  few  isolated  cases.  It  is  no  longer  a  ques- 
tion merely  of  pianos  and  furniture,  or  even  of  automobiles, 
but  of  the  whole  field  of  credit  relationships.  Selling  on 
installments  has  worked  upwards  from  the  retailer  to  the  manu- 
facturer, until  the  volume  of  sales  carried  on  in  this  way  has 
become  exceedingly  large. 

Installment  selling  is  a  natural  outgrowth  of  competitive  super- 
salesmanship.  Unfortunately,  or  perhaps  fortunately,  for  trade 
in  general,  it  is  a  practice  which  is  capable  of  imitation  on  all 
sides,  so  that  no  one  company  receives  any  lasting  benefit  from 
taking  it  up.  Its  great  spread  has  been  made  possible  by  the  rise 
of  the  various  financing  companies,  which  allow  the  seller  to  take 
his  normal  profit  while  the  financing  company  makes  a  banking 
profit,  and  while  the  consumer  pays  the  double  bill. 

It  is  not  wise,  however,  to  denounce  or  to  praise  installment 
selling  indiscriminately.  The  standard  of  good,  as  always,  is  the 
benefit  of  the  consumer.  In  many  cases  he  is  undoubtedly  bene- 
fited, while  in  others  he  receives  serious  hurt.  There  is  harm  in 
the  practice  when  luxury  articles,  or  merchandise  which  is  rapidly 
consumed,  are  sold  in  this  way.  There  is  good  in  it  when  the 
consumer  can  obtain  articles  which  he  could  not  get  in  any  other 
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way  and  which  are  of  lasting  utility  to  him,  or  which  allow  him 
to  make  an  immediate  profit.  For  the  contractor  to  buy  a  motor 
truck  on  the  installment  plan  is  undoubtedly  good  business  for 
everybody  concerned;  but  it  is  doubtful  whether  any  lasting  good 
results  from  the  purchase  of  an  expensive  automobile  by  a  clerk 
earning  fifty  dollars  a  week. 

Regardless  of  the  merits  of  the  situation,  when  the  majority  of 
manufacturers  in  a  given  industry  force  installment  selling,  it  is 
likely  that  the  other  members  of  the  industry  will  follow  suit. 
They  must  then  provide  for  this  branch  of  credit  in  their  market- 
ing organization.  It  will  be  necessary  in  most  cases  to  have  a 
special  assistant  to  the  Credit  Manager  to  take  care  of  this  phase 
of  the  business,  and,  if  installment  selling  assumes  large  propor- 
tions, a  sub-department  may  be  required,  since  the  clerical  work 
involved  is  necessarily  large. 

Adjustments  and  Credit  Service. — The  final  and  in  m.any 
ways  the  most  important  credit  function  lies  in  the  adjustment 
of  problems  arising  out  of  the  contractual  relationship  existing 
between  buyer  and  seller.  Where  refusal  to  pay  is  due  to  no  good 
reason,  severe  methods  may  be  justifiable,  but  there  are  so  often 
other  reasons  entering  the  equation  that  severity,  except  after 
investigation,  is  almost  always  a  mistake. 

Often  refusal  to  pay,  or  slow  pay,  is  due  to  some  misunder- 
standing which  can  be  cleared  up  by  adjustment.  It  may  be 
concerned  with  the  quality  of  the  goods  or  the  terms  of  sale, 
or  even  a  feeling  on  the  part  of  the  merchant  that  he  has  been 
unjustly  treated.  If  he  has  been  oversold  by  the  salesman,  he  is 
especially  likely  to  feel  disgruntled. 

It  has  been  estimated  that  65  per  cent  of  business  failures  are 
due  to  incompetence  and  lack  of  capital.  Of  this  percentage,  a 
considerable  proportion  is  attributable  to  the  inability  on  the 
part  of  the  debtor  to  collect  his  accounts.  Failure  of  middlemen 
to  pay  may  be  due  to  the  fact  that  they  do  not  know  how  to  col- 
lect their  own  debts.  If  this  is  found  to  be  the  case,  as  many 
companies  have  discovered,  the  remedy  lies  in  showing  them 
better  methods  of  making  collections,  a  form  of  service  which, 
when  tactfully  rendered,  is  almost  certain  to  be  appreciated. 


CHAPTER  XVII 

MARKETING  ACCOUNTING 

Production  has  been  conducted  on  a  cost  basis  for  years.  The 
appHcation  of  cost  accounting  to  marketing,  however,  has  always 
been  lacking  or  incomplete,  partly  because  of  the  difficulty  of 
getting  cost  data,  and  partly  because  the  great  pressure  towards 
making  sales  prevented  it.  William  R.  Basset,  a  well-known 
accountant,  ''doubts  if  a  half-dozen  concerns  analyze  their  selling 
costs  one-hundredth  so  intelligently  or  effectively  as  they  analyze 
their  manufacturing  costs." 

Sales  costs  are  known  in  a  general  way,  and  are  usually  ex- 
pressed as  a  percentage  of  the  total  volume  of  sales.  Such  a 
method  of  computing  costs  is  apt  to  be  misleading.  It  fails  to 
indicate  where  waste  occurs  or  where  the  greatest  profits  are  made. 
No  information  is  available  on  which  to  base  decisions  other  than 
guesswork. 

In  the  retail  field,  on  the  other  hand,  the  department  stores 
have  made  great  progress,  not  only  in  establishing  cost  systems, 
but  also  in  the  installation  of  a  standard  system  which  makes 
possible  comparison  of  costs  between  companies,  and  allows 
measurement  of  sales  costs  in  relation  to  profits  on  individual 
items  and  departments.  The  manufacturer  argues  that  the  retail 
store  has  a  simpler  problem,  and  can  estimate  with  exactness  the 
benefits  received  from  given  sales  efforts.  This  does  not  excuse 
the  manufacturer,  however,  from  a  large  share  of  responsibility 
for  high  selling  expenses,  and  an  inadequate  knowledge  of  them. 
In  the  majority  of  cases  he  has  no  idea  what  it  costs  him  to  sell 
in  different  territories,  what  each  salesman  costs  him,  how  much 
new  accounts  cost,  what  kind  of  orders  are  profitable,  and  what 
kind  net  him  a  loss,  or  which  customers  are  profitable  and  which 
are  not. 

Under  a  system  of  functionalized  marketing,  cost  accounting 
is  an  essential  feature. 
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The  Accounting  Function. — Wastes  cannot  be  done  away 
with  unless  and  until  it  is  known  how  and  where  they  occur. 
Hence  the  initial  function  of  accounting  for  a  firm  adopting 
scientific  marketing  procedure  is  cost  analysis,  which  will  come 
under  three  heads,  under  the  plan  illustrated  in  Fig.  65  : 
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Figure  65.    Functions  of  Cost  Accounting  in  Marketing 
No  company   can   operate   under   a   scientific    system   of    marketing   without 
a  detailed  knowledge  of  costs.     This   necessitates   the  installation  of   a   well 
developed  accounting   system. 

I.  Selling  Agencies  or  Functionaries.  The  first  point  to  de- 
termine is  what  each  salesman  is  costing  the  company.  If  sales- 
men are  not  used,  it  is  necessary  to  determine  what  the  cost  of 
selling  each  wholesaler  or  retailer  is.  Here  another  problem  en- 
ters the  equation.  If  a  company  distributes  through  wholesalers 
and  retailers,  it  is  desirable  to  know  what  it  costs  each  of  these 
selling  functionaries  to  do  business. 
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2.  Market  Statistics.  To  determine  relative  costs,  it  is  nec- 
essary to  analyze  markets  geographically,  by  lines,  types,  sizes, 
qualities,  or  styles  of  merchandise  ordered,  by  amounts  of  pur- 
chases, and  perhaps  by  individual  customers  (in  any  case  by 
groups  of  customers  according  to  amounts  ordered). 

3.  Non-selling  Market  Departments.  Under  functionalized 
marketing,  it  is  essential  to  know  what  each  staff  activity  costs, 
and  also  what  proportion  of  the  general  overhead  of  the  business 
must  be  charged  to  sales. 

When  the  cost  of  doing  business  has  been  broken  down  into 
its  component  parts,  and  each  has  been  analyzed  carefully,  ac- 
counting is  used  to  build  up  an  expense  budget,  to  serve  as  a 
standard  in  the  machinery  of  control.  Thus  cost  accounting 
will  determine  how  much  each  salesman  will  cost  the  company, 
and  what  each  staff  department  can  spend. 

Whenever  alternative  methods  of  operation  come  up  for  deci- 
sion, they  must  be  settled  on  the  basis  of  cost.  It  is  necessary  to 
remember,  however,  that  costs  will  be  higher  while  making  a 
change  from  the  old  to  the  new  system,  and  that  costs  out  of 
proportion  to  profits  may  need  to  be  incurred  in  getting  new  busi- 
ness, introducing  a  new  product,  opening  up  a  new  territory,  or 
initiating  a  new  service  policy. 

The  Accounting  Department. — Most  companies  will  al- 
ready have  an  accounting  department  functioning  for  production 
and  to  take  care  of  expense  routine.  In  many  cases  this  will  be 
no  more  than  a  bookkeeping  department.  Cost  accounting,  how- 
ever, is  a  highly  specialized  procedure  and  since  a  great  deal  de- 
pends upon  the  method  used,  it  is  advisable  to  have  a  sales  costing 
system  installed  by  a  reputable  accounting  firm.  The  company 
itself,  unless  it  is  large  enough  to  warrant  employing  an  ex- 
perienced accountant,  capable  of  planning  and  installing  such  a 
system,  will  rarely  find  it  necessary  or  practicable  to  make  any 
experiments  itself.  The  hiring  of  competent  outside  assistance 
will  usually  be  cheaper  in  the  long  run. 

After  the  system  has  been  set  up  and  placed  in  operation,  the 
company  will  require  the  services  of  a  chief  accountant,  capable 
of  following  the  procedure  outlined,  with  a  suitable  number  of 
assistants. 

There  is  something  to  be  said  in  favor  of  uniting  the  Account- 
ing Department  to  the  Market  Research  Department.     Both  de- 
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partments  have  to  do  with  the  analytical  study  of  statistics  ai.d 
neither  involves  the  making  of  plans  or  taking  constructive  action. 
In  the  small  company  such  an  amalgamation  might  well  take 
place.  In  the  large  organization,  however,  the  work  of  both 
these  departments  will  be  so  extensive  and  so  complex  that  a 
separate  operation  may  be  preferable,  especially  since  the  Ac- 
counting Department  will  be  in  close  touch  with  the  financial 
administration  of  the  business. 

Cost  Analysis  of  Sales. — It  is  essential  to  know  what  the 
sales  force  costs  as  a  whole  and  what  each  member  of  the  force 
costs  individually.  The  latter  information,  of  course,  must  be 
compared  with  what  profit  the  salesman  brings  in  to  the  company. 
It  is  assumed  also  that  territories  have  been  analyzed  and  distrib- 
uted scientifically  in  accordance  with  market  potentialities, 
strength  of  competition,  and  other  determining  factors. 

Since  the  accounting  function  is  purely  analytical,  it  must  rely 
mainly  for  its  statistics  on  the  Market  Research  Department, 
where  the  records  and  other  information  are  kept.  It  will  need 
the  following  data : 

1.  Volume  of  sales,  by  territorial  divisions,  branch  offices, 
individual  salesmen,  and  perhaps  by  merchandise  lines.  There  is 
the  well-known  example,  for  instance,  of  the  grocery  jobber's 
salesman  who  obtained  a  large  volume  of  sales  mainly  on  sugar 
which  brought  in  practically  no  profit  to  the  house. 

2.  Record  of  accomplishment  on  some  other  basis,  such  as 
number  of  calls  per  day. 

3.  Actual  amounts  of  compensation  paid  salesmen  according  to 
the  present  method. 

Fig.  66  illustrates  how  Scovell,  Wellington  &  Company,  ac- 
countants, estimate  the  gross  amounts  available  for  salesmen's 
pay.  It  is  assumed  that  manufacturing  costs  are  known  and 
that  total  sales  have  also  been  estimated  with  approximate  ac- 
curacy. The  latter  figure  has  been  set  in  this  case  at  $5,000,000 
and  is  taken  as  100  per  cent.  Since  it  will  not  ordinarily  be  pos- 
sible to  meet  this  quota  exactly,  it  is  essential  to  make  additional 
calculations  of  sales  at  80,  90,  no  and  120  per  cent  of  expected 
figures.  It  is  a  case  of  finding  the  correct  balance  between  com- 
pany profits,  manufacturing  expenses,  and  salesmen's  possible 
remuneration.  After  all  selling  expenses  have  been  budgeted, 
it  is  possible  to  determine  how  much  is  left  over  for  the  sales- 
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men,  and  also  for  the  company,  allowing  each  a  fair  return,  and 
increasing  the  return  to  both  as  profits  as  a  whole  increase.  When 
the  total  amount  available  has  been  set,  it  is  then  possible  to  lay 
out  a  system  of  remuneration  which  will  be  based  on  salesman's 
accomplishments. 

Branch  Cost  Analysis. — When  a  firm  carries  out  the  major 
part  of  its  distribution  through  branches,  it  desires  to  know 
exactly  what  each  branch  costs  and  what  each  brings  in, 
and  the  reason  for  the  discrepancies  between  branches.  Conse- 
quently, they  should  be  instructed  to  send  in  detailed  reports  of 
operations  daily  to  the  central  Accounting  Department  on  forms 
prepared  for  the  purpose. 

While  there  is  much  to  be  said  for  the  policy  of  making  the 
Branch  Manager  responsible  for  profits  in  his  district,  it  is  hardly 
wise  to  dispense  with  all  centralized  control.  The  central  man- 
agement will  not  know  where  assistance  should  be  given  without 
careful  cost  analysis  of  branch  operations.  The  branch  manager 
may,  at  first,  be  somewhat  averse  to  this  system,  but  it  should  be 
easy  to  convince  him  of  its  value  to  all  concerned. 

The  situation  of  the  manufacturer's  branch  is  analogous  to 
that  of  the  chain-store  system's  individual  units,  and  much  can 
be  learned  from  the  accounting  methods  developed  by  the  chain 
stores.  Each  store  is  treated  as  a  branch  and  must  show  a  rea- 
sonable profit;  otherwise  it  is  closed.  There  are  many  manu- 
facturing concerns  which  could  curtail  their  operations  likewise  in 
unprofitable  territory.  The  desire  to  obtain  national  distribution 
often  results  in  costs  out  of  all  proportion  to  the  results  obtained. 

Analyzing  Market  Activities. — Cost  analysis  must  be  ap- 
plied to  market  statistics  to  determine  whether  or  not  business 
actually  secured  is  netting  a  profit,  which  items  are  the  best  profit 
makers,  what  customers  return  the  greatest  profit,  and  which 
sections  are  most  profitable. 

Analysis  by  geographical  districts  often  shows  surprising  re- 
sults. A  company  may  make  high  profits  in  densely  populated 
sections  where  the  salesman  can  make  many  calls  a  day,  while 
it  may  register  a  loss  in  less  thickly  settled  territories  where  dis- 
tances between  calls  are  great.  William  R.  Basset  cites  the  case 
of  a  company  where  fully  a  third  of  the  net  profit  made  in  the 
East  was  being  lost  in  the  West.  He  also  describes  a  case  where 
80  per  cent  of  the  sales  came  from  25  per  cent  of  the  customers, 
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and  another  instance  where  74  per  cent  disposed  of  only  26  per 
cent  of  the  sales  but  had  60  per  cent  of  the  total  selling  expense 
charged  to  them. 

Analysis  of  costs  by  lines  of  merchandise  has  in  the  past  made 
possible  a  considerable  amount  of  standardization.  Scientific 
marketing  calls  for  a  production  schedule  of  profitable  items 
which  reflect  market  demand  rather  than  salesmen's  requirements 
for  easy  and  high-pressure  sales  efforts.  It  is  often  discovered 
that  the  majority  of  profit  comes  from  a  comparatively  few  lines, 
and  that  by  tactful  handling  the  unprofitable  lines  can  be  elimi- 
nated, while  customers  are  shifted  over  to  the  standard  styles, 
sizes,  or  qualities. 

Analysis  of  orders,  their  size,  the  items  of  which  they  are 
composed,  the  relative  profits,  and  of  other  data  concerning  them 
is  an  important  task.  This  will  involve  a  comparison  between 
the  cost  of  obtaining  new  orders  and  that  of  orders  secured  from 
old  accounts.  Often  it  is  discovered  that  new  accounts  are 
costing  a  great  deal  more  than  is  warranted  by  the  sales  obtained. 

The  size  of  orders  is  often  an  important  factor.  A  company 
may  find  it  loses  money  on  all  orders  below  $100,  for  example. 
If  this  is  the  case,  it  should  revise  its  selling  policies  with  a  view 
to  obtaining  orders  of  this  size  or  over. 

Analysis  of  customers  is  another  important  subject,  closely 
connected  with  the  analysis  of  orders.  The  Western  Electric 
Company  has  devised  a  form  for  keeping  track  of  individual 
customers'  accounts,  giving  annual  sales,  average  gross  profit 
rate,  number  of  orders  handled,  and  average  amount  of  profit 
per  order.  (See  Fig.  67.)  It  found  in  this  way  that  a  large 
volume  of  sales  to  a  single  customer  did  not  necessarily  mean  that 
the  company  was  making  money  from  this  order,  but  that  other 
elements  besides  volume  of  sales  were  essential  factors  in  the 
equation. 

Apportioning  Overhead. — Under  the  scientific  system  of 
marketing,  where  each  function  is  departmentized,  it  is  possible 
to  apply  cost  accounting  more  effectively  than  under  the  old 
method,  where  all  functions  were  mixed  inextricably.  In  fact, 
cost  accounting  for  scientific  marketing  is  essential  from  the  point 
of  view  of  control.  Staff  departments,  while  they  serve  to  reduce 
wastes,  making  marketing  more  efficient  and  therefore  more  eco- 
nomic,  may  be  over-emphasized.      For  example,   when   market 
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research  departments  were  first  installed,  they  were  regarded  as 
business  panaceas  and  considerable  sums  of  money  were  spent  on 
them  which  never  gave  adequate  return.  Staff  departments  are 
tools  for  coordinated  use  and  in  themselves  cannot  prove  self- 
sufficient. 

Reducing  control  to  a  cost  basis  implies  the  formation  of  a 
budget.  Each  staff  department  is  allowed  a  certain  amount  for 
expenses.  A  further  amount  is  set  aside  for  the  expenses  of 
management — that  is,  the  salary  of  the  Marketing  Manager  and 
his  assistants. 

The  Sales  Budget. — The  sales  budget  will  be  made  up  on 
the  basis  of  cost  analysis.  The  advertising  budget  will  normally 
form  a  part  of  the  sales  budget.  The  completed  and  approved 
budget  will  form  a  measuring  stick  by  which  operations  will  be 
conducted. 

The  head  of  each  department  in  the  Marketing  Division  must 
prepare  a  statement  of  expenditures  for  the  coming  budgetary 
period,  usually  six  months  or  a  year.  This  will  be  compared  with 
the  budget  for  the  preceding  year.  If  any  radical  increases  in 
allowances  are  asked  for,  these  must  be  explained  in  detail.  The 
Accounting  Department  will  check  all  budget  estimates.  It  may 
be  advisable  to  have  one  member  of  the  Accounting  Department 
concern  himself  solely  with  the  preparation  of  the  departmental 
budgets.  Each  month  the  department  heads  will  submit  state- 
ments of  expenses  which  will  be  compared  with  budget  allow- 
ances. If,  for  any  reason,  the  credit  is  exceeded,  satisfactory 
explanations  must  be  given. 

The  budget,  of  course,  will  be  based  upon  estimated  sales, 
estimated  profits,  and  estimated  expense  of  selling.  Titular  con- 
trol of  the  budget  will  vest  in  the  Marketing  Manager,  although 
for  all  practical  purposes  it  will  be  administered  by  each  depart- 
ment separately  and  audited  by  the  Accounting  Department,  which 
will  check  all  items  before  they  are  paid. 

If  the  company  in  question  has  serious  seasonal  problems  to 
cope  with,  the  budget  will  be  larger  at  certain  times  than  at 
others — that  is,  it  will  be  graduated  to  take  care  of  seasonal  in- 
creases and  decreases.  In  the  beginning,  before  the  scientific 
functionalized  system  is  well  established,  budgetary  periods 
should  be  short  and  budgets  should  be  revised  frequently.  It  will 
be  impossible  to  make  exact  estimates  until  after  the  system  has 
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been  in  operation  long  enough  to  provide  cost  records  over  r 
considerable  period. 

It  is  important  to  differentiate  between  the  budget  activities 
of  the  various  marketing  departments.  The  Marketing  Plan- 
ning Department  sets  up  the  budgeting  policies,  and  is  respon- 
sible for  submitting  to  the  Marketing  Manager  a  budget  which 
is  adequate  to  the  situation  in  hand.  The  Marketing  Accounting 
Department  makes  up  the  budget  in  accordance  with  the  require- 
ments set  forth  by  the  Planning  Department,  and  is  furthermore 
charged  with  responsibility  for  keeping  track  of  expenditures  and 
comparing  them  with  the  budget.  Neither  of  these  departments, 
however,  exercises  any  control,  slncG  both  of  them  are  staff  de- 
partments, not  line  departments.  Budgetary  control  is  effected 
by  the  Marketing  Manager  himself. 


CHAPTER  XVIII 

DEPARTMENTIZATION   OF   THE   SECONDARY 
MARKETING  FUNCTIONS 

The  marketing  functions  described  in  the  previous  chapters 
are  primary  functions.  That  is,  they  are  of  universal  apphcation. 
There  are  cases,  however,  where  a  company  will  have  some  par- 
ticular problem  which  will  require  special  treatment.  A  large 
packing  concern  will  regard  a  traffic  department  as  of  the  utmost 
importance ;  a  department  store  will  include  buying  in  its 
category  of  primary  marketing  activities;  while  a  firm  such  as 
the  Dennison  Manufacturing  Company  will  regard  the  finding 
of  new  and  novelty  products  as  an  activity  of  much  moment. 

Thus,  the  foregoing  division  of  marketing  functions  should 
never  be  taken  as  final  or  conclusive.  The  departmentization  in 
each  case  should  proceed  only  after  a  careful  analysis  of  the 
company's  marketing  problems.  If  it  appears  that,  owing  to 
peculiar  circumstances,  some  unusual  arrangement  is  best,  then 
this  plan  should  be  followed.  It  is  important  to  remember,  how- 
ever, that  the  tendency  to  regard  each  business  as  individual  and 
peculiar  should  not  be  allowed  to  interfere  with  the  recognition 
that  the  various  marketing  functions,  such  as  research,  training, 
and  planning,  are  fundamental.  If,  in  some  particular  case,  a 
marketing  function  does  not  merit  departmentization,  this  does 
not  mean  that  the  function  will  not  have  to  be  provided  for. 

No  adequate  classification  of  these  special  marketing  depart- 
ments can  be  made.  In  this  chapter,  a  few  cases  will  be  indicated 
where  such  action  may  be  desirable,  as  in  the  case  of  purchasing, 
traffic,  and  the  finding  of  new  products. 

The  Purchasing  Department. — The  relation  between  sell- 
ing and  buying  is  in  many  cases  extremely  close,  since  both  are 
complementary  marketing  functions.  In  department  stores,  for 
example,  the  result  of  the  close  coordination  between  the  two 
is  to  place  on  one  individual  the  responsibility  for  the  success  of 
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both  processes.  This  is  such  a  logical  and  obvious  procedure 
that  any  other  alternative  would  seem  hardly  worth  while,  unless, 
of  course,  the  markets  dealt  with  were  of  a  very  simple  nature,  as, 
for  example,  in  the  chain-store  grocery  field. 

Where  there  is  no  similarity  between  the  markets  sold  to  and 
those  from  which  the  company  buys,  or  where  the  technical 
processes  of  manufacture  require  expert  engineering  specifica- 
tions, the  Purchasing  Department  comes  normally  under  the  au- 
thority of  the  Production  Division.  Too  frequently,  purchasing 
degenerates  into  a  mere  process  of  writing  orders.  But  such 
laxity  cannot  be  tolerated.  A  different  type  of  purchasing  agent 
is  needed — not  the  kind  who  waits  at  his  desk  till  the  highest- 
powered  salesman  comes  in,  but  one  who  goes  out  and  gets  the 
best  buy  for  his  company  regardless  of  all  personal  considerations. 

Good  buying  is  probably  the  best  antidote  for  supersalesman- 
ship.  Purchasing  is  becoming  more  and  more  highly  developed 
as  the  inevitable  need  for  a  corrective  becomes  apparent.  The 
company  operating  under  a  system  of  scientific  marketing  will 
find  great  opportunities  for  profit  through  the  proper  treatment 
of  purchasing  as  a  marketing  function. 

Partly  in  order  to  deal  more  effectively  with  the  onslaughts  of 
supersalesmanship,  organized  efforts  have  been  made  to  purchase 
on  a  more  logical  basis  than  formerly.  This  tendency  to  organize 
for  buying  is  an  important  one,  and  its  possibilities  should  always 
be  carefully  considered  when  plans  are  being  made  for  introducing 
a  system  of  scientific  marketing.  The  Marketing  Division  al- 
ready possesses  in  the  Market  Research  Department  an  effective 
tool,  made  for  the  very  purpose  of  studying  market  facts  which 
apply  to  buying  as  well  as  to  selling.  The  Market  Research  De- 
partment in  many  cases  can  and  should  supply  the  market  facts 
upon  which  purchasing  decisions  are  based.  This  close  connec- 
tion may  entail  some  changes  in  some  organizations,  such  as  mak- 
ing the  Market  Research  Department  a  staff  department  serving 
both  the  Marketing  and  Production  Divisions. 

Traffic  Department. — One  section  of  the  Marketing  Divi- 
sion which  is  often  not  treated  with  sufficient  attention  is  that 
having  to  do  with  the  forwarding  and  delivery  of  goods  from 
seller  to  purchaser.  The  amount  of  money  spent  on  transpor- 
tation expense,  of  course,  varies  widely  with  the  industry  and  the 
business.      In   clothing   manufacture,    the    traffic   expenses    may 
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not  amount  to  more  than  3  per  cent  of  the  total,  while  in  the 
case  of  building-  materials  or  coal,  it  might  amount  to  from  50 
to  80  per  cent  of  the  total.  In  the  latter  case,  of  course,  a  regu- 
larly organized  Traffic  Department  should  form  a  part  of  the 
Marketing  Division.  For  organizations  such  as  Swift  &  Com- 
pany, which  forwards  daily  500  cars  to  its  distribution  agencies, 
the  Traffic  Department  is  of  the  utmost  importance. 

The  most  important  feature  in  the  sound  organization  of  a 
Traffic  Department  is  the  centralization  of  all  traffic  activities 
under  a  single  official,  normally  known  as  the  Traffic  Manager. 
This  follows  out  the  principle  of  functionalization  so  often 
stressed  in  the  preceding  pages  as  one  of  the  fundamentals  of 
marketing  organization. 

The  Traffic  Manager  should  normally  be  subordinate  to  the 
Marketing  Manager.  He  will  play  an  important  part  at  com- 
mittee meetings  where  distribution  policies  are  being  formed. 
He  will  be  of  use  in  the  making  up  of  budgets  because  of  his 
knowledge  of  transportation  costs.  He  will  often  be  able  to  point 
out  certain  markets  where  peculiar  advantages  are  enjoyed  because 
of  special  transportation  facilities. 

In  addition  to  the  purely  routine  duties  of  the  Traffic  Depart- 
ment, it  will  also  have  to  deal  with  the  preparation,  presentation, 
and  collection  of  claims,  the  preparation  of  shipping  forms,  the 
auditing  of  freight  bills,  the  tracing  of  overdue  shipments,  rate 
and  service  adjustments,  and  many  similar  problems.  (See 
Fig.  68.) 

There  are  instances  where  the  Traffic  Manager  would  not 
necessarily  be  answerable  to  the  Marketing  Manager.  There  is, 
for  example,  the  Norton  Company  of  Worcester,  Mass.,  where 
the  Traffic  Manager  is  important  enough  to  emerge  as  a  major 
executive  of  the  company.  In  this  case  the  great  bulk  of  his 
duties  have  to  do  with  the  movement  of  raw  material  and  with 
interplant  transportation. 

Product  Analysis  Department. — For  certain  companies  it 
will  be  desirable  to  place  product  analysis  in  charge  of  a  separate 
department,  the  function  of  which  may  be  the  following :  In  the 
first  place,  it  may  be  delegated  to  find  new  uses  for  old  products ; 
second,  it  may  be  required  to  discover  a  new  product  for  the 
purpose  of  rounding  out  an  established  line  to  be  sold  through 
a  single  channel  of  distribution;  third,  it  may  have  to  find  a  new 
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product  or  new  lines  to  be  sold  through  new  outlets  in  order  to 
stabilize  the  production  schedule,  to  increase  production  in  order 
that  overhead  may  be  reduced,  or  to  take  care  of  certain  produc- 
tion facilities  which  are  not  being  utilized  to  best  advantage. 

A  company  which  makes  products  where  the  style  element 
enters  to  any  considerable  extent  must  constantly  be  putting  out 
new  products,  or  new  models,  or  new  styles.     Few  companies 
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Figure  68 
This  chart  sets  forth  the  various  functions  which  should  be  centraHzed  under 
the  control  of  the  Traffic  Manager.  It  will  be  noted  that  the  clerical  and 
office  work  is  assigned  to  one  assistant  while  the  physical  handling  activities 
are  delegated  to  another.  Even  communication,  passenger  traffic,  and  materials 
handling  are  now  being  delegated  to  the  Traffic  Manager  for  centralized 
administration. 

(Manufacturing  Clothing,  March,  1925) 

face  this  situation  in  a  scientific  manner.  The  majority  of  them 
simply  take  up  a  new  line  from  necessity,  or  are  sold  an  idea  by 
some  promoter,  or  start  the  manufacture  of  some  article  in  the 
desultory  belief  that  it  will  be  desired  by  the  market. 

Obviously,  product  analysis  is  a  branch  of  market  analysis, 
but  when  it  assumes  a  position  of  major  importance  in  the  com- 
pany's problems  it  deserves  separate  treatment  and  the  employ- 
ment of  some  individual  who  is  fitted  to  handle  it.  Adding  a 
new  product  which  is  marketable  through  channels  of  distribu- 
tion already  established  makes  in  many  cases  for  greater  yield  for 
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a  given  amount  of  marketing  effort.  On  the  other  hand,  in- 
troducing a  new  product  which  calls  for  the  establishment  of  an 
entirely  new  set  of  distributive  channels  means  greater  initial 
marketing  expense,  but  gives  an  opportunity  to  guard  against 
losses  which  are  inevitable  as  long  as  a  company  devotes  itself 
exclusively  to  serving  a  single  line  of  trade.  Serving  several  lines 
of  trade  distributes  the  risk,  reduces  seasonal  and  cyclical  losses, 
and  makes  for  greater  stabilization.  Needless  to  say,  the  com- 
pany must  be  large  enough  and  strong  enough  financially  to  per- 
mit it  to  compete  in  several  lines  of  business,  since  this  usually 
costs  considerably  more  than  to  specialize  in  a  single  line. 

Limitations  on  Choice  of  New  Product. — The  factors 
which  limit  the  choice  of  a  new  product  are  usually  of  three 
types ;  first,  financial ;  second,  sales ;  and  third,  production. 

There  are  few  companies  which  are  not  limited  financially  as 
to  the  amount  of  capital  available  for  new-product  development. 
Only  in  exceptional  cases  would  a  company  be  justified  in  erect- 
ing new  plants  or  installing  new  equipment  on  a  large  scale  before 
the  possibilities  of  the  new  product  were  exhaustively  tested  on 
the  market.  Furthermore,  it  is  highly  desirable  to  choose  a 
product  which  will  not  be  subject  to  the  same  cyclical  and  sea- 
sonal fluctuations  which  affect  the  products  already  made  by  the 
company,  although  this  goal  cannot  always  be  attained.  The 
patent  situation,  of  course,  must  also  be  looked  into. 

As  far  as  the  selling  problem  is  concerned,  it  is  usually  desir- 
able to  have  a  product  which  will  fit  into  the  company's  experi- 
ence, traditions,  and  sales  facilities.  This  means  that  the  sales 
organization  itself  should  not  have  to  be  altered  too  radically, 
although  it  will  undoubtedly  have  to  be  enlarged,  or  even  a  special 
sales  force  employed.  The  most  important  factor  in  this  con- 
nection is  the  reception  by  the  market  or,  to  use  the  technical 
term,  the  ''sales  resistance." 

Production  requirements  will  normally  be  fairly  rigid,  depend- 
ing on  the  type  of  manufacturing  already  being  carried  out.  Any 
attempt  to  manufacture  products  which  are  not  suited  to  present 
facilities  will  usually  cost  too  much  to  make  it  profitable.  If  the 
product  were  so  alien  in  character  as  to  require  an  entirely  dif- 
ferent factory  set-up,  it  would  be  better  to  organize  a  separate 
division  of  the  business. 
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New-product  Procedure. — Where  product  analysis  becomes 
an  integral  part  of  the  company's  daily  work,  there  will 
always  be  research  going  forward  aimed  to  perfect  a  new  product, 
suited  to  the  requirements  of  the  market.  Where  the  company 
is  not  regularly  organized  for  this  purpose,  on  the  other  hand, 
it  may  be  advisable  to  find  an  outside  organization  specializing 
in  this  type  of  work. 

Following  is  the  description  of  the  method  of  attack  used  by 
one  marketing  expert,  in  finding  a  suitable  new  product.  First, 
the  requirements  of  the  ideal  new  product  for  the  company  in 
question  are  discussed  and  defined.  Second,  the  complete  pan- 
orama of  all  the  products  which  might  possibly  be  manufactured 
by  the  company  is  delineated.  These  products  are  suitably  classi- 
fied, and  each  classification  is  analyzed  in  the  light  of  its  fitness. 
By  a  process  of  elimination,  the  less  desirable  products  are  dis- 
carded, and  finally,  from  a  selected  list  of  possibilities,  that  one 
which  best  suits  the  company's  purposes  is  recommended  as  the 
one  which  should  be  manufactured. 

In  using  the  classification  of  products,  the  first  task  is  to 
consider  the  industries,  one  by  one,  dividing  them,  for  example, 
into  good,  fair,  and  poor,  according  to  their  apparent  applicability 
to  the  company's  purposes.  In  this  way,  it  should  be  possible  to 
decide  upon  not  more  than  three  or  four  lines  of  business  which 
ought  to  present  the  best  fields  for  the  company's  activities. 

Having  determined  what  these  three  or  four  most  opportune 
fields  are,  it  is  necessary  next  to  examine  each  of  these  more  in- 
tensively, with  a  view  to  finding  what  portions  of  each  seems  to 
constitute  the  most  fertile  ground  for  cultivation.  It  may  appear 
that  some  group  of  products  in  any  single  classification  will 
automatically  eliminate  itself,  either  because  it  requires  certain 
equipment  which  does  not  meet  the  company's  requirements,  or 
because  that  group  is  already  well  provided  for  by  other  manu- 
facturers, or  because  it  does  not  promise  to  expand  so  rapidly 
as  would  be  necessary  in  order  to  justify  the  expense  which  is 
always  involved  in  developing  any  new  lines. 

Having  picked  out  the  groups  of  best  products  in  the  several 
best  industries,  it  becomes  a  matter  of  judgment  to  compare  the 
merits  and  advantages  of  each,  in  order  to  decide  which  would 
prove  to  be  the  best  manufacturing  proposition. 
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The  basic  reason  why  such  a  plan  as  the  above  is  advisable  is 
because  only  by  working  from  the  general  to  the  specific,  and  by 
painfully  and  gradually  eliminating  the  undesirable  products,  can 
there  be  any  assurance  that  the  best  possible  product  has  been 
found.  By  guessing  first  at  one  idea  and  then  at  another,  the 
best  product  might  conceivably  be  hit  upon;  but  there  would  be 
little  to  prove  that  the  product  thus  chosen  was  not  less  suitable 
than  some  other  product  which  had  never  even  come  up  for 
consideration. 

Sales  Promotion. — The  term  sales  promotion  is  widely  used, 
and  as  widely  misunderstood.  As  used  by  most  companies,  the 
term  refers  to  almost  any  marketing  activity  except  selling. 
The  average  Sales  Promotion  Department  has  been  evolved  to  fill 
an  ever-growing  need.  It  is  a  place  into  which  are  swept  all 
tasks  which  might  interfere  with  the  line  job  of  selling.  The 
sales-promotion  movement  is  a  manifestation  of  the  growing 
need  for  the  functionalization  of  marketing  activities. 

As  used  in  this  book,  the  term  sales  promotion  refers  to  the 
service  extended  to  marketing  functionaries  who  are  not  a  part 
of  the  company's  own  organization,  such  as  dealers  and  jobbers. 
This  is  a  much  narrower  definition  than  the  usual  one.  The 
Metropolitan  Life  Insurance  Company,  which  has  made  rather 
an  extended  study  of  sales-promotion  activities,  found  that  they 
covered  a  wide  range,  such  as : 

1.  Planning  and  administering  sales  contests  and  sales  cam- 
paigns. 

2.  Devising  sales  methods,  plans,  and  propositions. 

3.  Planning  and  conducting  sales  conventions,  sales  exhibi- 
tions, and  demonstrations. 

4.  Publishing  sales  bulletins. 

5.  Managing  agency  conferences. 

6.  Developing  standard  sales  letters. 

7.  Assisting  salesmen  by  placing  at  their  disposal,  in  usable 
form,  the  best  work  of  the  Publicity  Department. 

8.  Promoting  the  company's  advertising  to  customers  in  such 
a  way  that  they  become  better  prospects  for  the  company's 
salesmen. 

9.  Assisting  in  opening  new  markets,  and  discovering  and 
exploiting  new  uses. 
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10.  Increasing  business  of  established  territories  and  develop- 
ing new  prospects  and  new  lines. 

11.  Passing  on  to  local  officers  methods  used  successfully  to 
hire  and  train,  inspire  and  develop  new  men. 
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Figure  69.  Sales  Promotion  Department  of  a  Large  Company 
This  concern,  the  Burroughs  Adding  Machine  Company,  formerly  left  every- 
thing to  the  discretion  of  branches  and  agencies.  Gradually,  it  realized  that 
this  did  not  make  for  maximum  efficiency.  As  one  of  the  Company's  sales 
executives  expressed  it :  "The  agency  can  plan  its  work,  use  the  most  progres- 
sive sales  methods,  develop  its  territory,  and  yet  not  have  all  the  latest  and 
best  information  on  marketing  and  machine  applications  available  from  all 
Burroughs  territory,  which  is  the  world." 

^Metropolitan  Life  Insurance   Co.) 


There  may  be  some  companies  operating  under  a  system  of 
scientific  marketing  which  will  require  a  separate  Sales  Promo- 
tion Department,  in  addition  to  those  already  provided  for.  But 
this  will  be  a  rare  necessity.  Once  the  ''primary  marketing  func- 
tions" have  been  provided  for,  there  seldom  will  be  any  need  for 
further  complicating  the  organization. 

The  Burroughs  Adding  Machine  Company  has  a  well-organized 
Sales  Promotion  Department.     (See  Fig.  69.)     The  duties  of  the 
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Home  Office  Sales  Promotion  Division  are  summarized  by  the 
company  as  follows : 

1.  The  promotion  of  sales  of  various  products. 

2.  Supervision  of  field  promotion  men. 

3.  Sales  contests. 

4.  Production  of  sales  instruction  and  educational  material. 

5.  Sales  bulletins. 

6.  Business  and  industrial  shows. 

7.  Agency  conferences. 

8.  Company  sales  schools. 

Perhaps  the  most  interesting  feature  of  this  plan  is  the  Field 
Sales  Promotion  Staff.  These  men  take  the  place  of  "pep  let- 
ters" from  the  Sales  Manager.  They  do  their  promotional  work 
on  the  ground,  rather  than  trying  to  do  so  from  a  distance — the 
latter  procedure  being  characterized  as  "trying  to  be  a  football 
coach  teaching  his  men  by  telephone." 

Traveling  about  the  country,  the  field  promotion  men  learn 
methods  and  collect  valuable  data,  which,  when  put  into  assimil- 
able form,  are  used  by  the  selling  organization.  These  men  are 
really  coaches,  and  perform  the  same  duties  as  does  the  Training 
Department  of  the  scientific  marketing  system.  Their  duties, 
according  to  the  Metropolitan  Life  Insurance  Company,  are: 

1.  To  instruct  and  train  salesmen  on  machine  applications, 
methods  of  analyzing  customers'  needs,  to  give  demonstra- 
tions, to  analyze  territories,  and  to  develop  working  plans. 

2.  To  assist  managers  in  bringing  more  men  of  the  right  type 
into  the  business  by  keeping  managers  informed  of  the 
methods  used  by  agencies  which  are  successfully  hiring  and 
training  new  men. 

3.  To  establish  more  intimate  relations  and  understanding  be- 
tween the  factory  and  the  field. 

A  recent  writer  ^  has  pointed  out  that  comparatively  few  sales- 
promotion  departments  have  been  successful.  "Twenty  out  of 
every  hundred  Sales  Promotion  Departments,"  he  says,  "are  so 
thoroughly  unsuccessful  that  they  are  wiped  out  of  existence. 
Twenty-five  out  of  every  hundred  Sales  Promotion  Departments 
fail  of  complete  achievement  and  are  merged  with  or  absorbed 

^  James   Parmenter,  Advertising  and  Selling,  September  8,    1926- 
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by  the  Sales  Department  or  the  Advertising  Department.  Fifty- 
five  out  of  a  hundred  Sales  Promotion  Departments  are  suffi- 
ciently successful  to  retain  their  separate  identities — but  only 
eighteen  out  of  a  hundred  are  so  markedly  successful  as  to  be 
constantly  intrusted  w^ith  new  duties  formerly  regarded  as  func- 
tions of  other  departments." 

The  fact  that  a  large  proportion  of  these  departments  fail  is 
less  significant  than  is  the  fact  that  they  w^ere  started  in  the  first 
place.  They  failed  because  the  methods  used  were  inadequate  and 
were  not  scientifically  developed.  But  they  sprang  into  being 
because  business  men  had  begun  to  realize  that  only  through 
specialization  and  functionalization  of  marketing  could  maximum 
efficiency  be  attained. 


PART  VI 

INSTALLING  SCIENTIFIC 
MARKETING 

Chapter  XIX.     Methods  of  Reorganization 

This  chapter  outlines  some  of  the 
methods  by  which  the  system  previ- 
ously described  may  best  be  put  into 
practical  operation. 


I 


CHAPTER  XIX 

METHODS  OF  REORGANIZATION 

The  system  of  scientific  marketing  outlined  in  the  previous 
chapters,  under  ordinary  conditions,  cannot  be  put  into  effect 
without  delay.  The  average  company  will  already  have  built  up 
a  more  or  less  successful  marketing  organization,  and  the  frame- 
work thus  established  cannot  be  overturned  heedlessly  without 
injury  to  the  prosperity  of  the  concern.  Thus  a  process  of  re- 
organization will  be  required,  which  will  gradually  do  away  with 
outworn  practice  and  substitute  the  new  methods  for  it. 

To  carry  out  this  reorganization  successfully  a  specialist  will 
be  needed.  An  outsider  will  usually  be  able  to  deal  best  with 
the  many  difficulties  which  are  bound  to  come  up.  One  who  has 
grown  up  with  the  company  or  has  been  with  it  long  enough  to 
absorb  its  policies  is  seldom  well  fitted  for  the  work  of  reorgani- 
zation. Without  intention,  he  will  be  affected  by  his  own  habit 
and  beliefs. 

The  organizer  will  be  called  upon  to  submit  for  approval  the 
procedure  which  he  intends  to  adopt  in  installing  the  new  system. 
He  must  be  ready  to  give  estimates  of  time  and  expense  and,  in 
general,  to  outline  the  steps  to  be  followed.  It  will  be  his  task 
to  win  the  personnel  over  to  the  improved  system,  and  to  secure 
the  cooperation  of  all  the  executives  of  the  firm  as  well. 

Convincing  the  Directors. — Before  any  attempt  is  made  to 
introduce  a  system  of  scientific  marketing,  the  owners  of  the 
company  must  be  made  aware  of  what  is  to  be  done,  what  results 
are  desired,  and  how  they  are  to  be  accomplished.  The  basic 
principles  of  the  new  plan  should  be  explained  to  them  at  length. 
It  is  much  better  to  persuade  the  owners  of  the  value  of  these 
principles  in  advance,  rather  than  to  have  this  to  do  at  some  later 
period  when  explanations  are  demanded,  perhaps  as  the  result  of 
some  temporary  reverse. 

The  owners  should  be  shown  that  the  principles  are  sound  and 
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modern,  and  that  they  are  certain  to  prevail  eventually.  At  the 
same  time,  it  should  be  explained  that  the  introduction  of  these 
principles  will  be  neither  simple  nor  inexpensive,  and  that  con- 
siderable sacrifices  may  have  to  be  made  in  order  to  secure  re- 
sults. They  must  understand  that  many  ways  of  doing  things 
which  were  successful  under  the  old  arrangement  will  not  be 
suitable  under  the  new  one. 

The  question  of  who  is  to  carry  through  the  reorganization 
must  be  settled  at  the  outset.  The  owners  must  be  convinced  that 
it  is  better  to  engage  a  special  man  or  group  of  men  to  introduce 
the  new  system  that  to  expect  that  the  present  managers  will 
be  able  to  make  the  changes  in  addition  to  the  other  multifarious 
duties.  They  must  also  comprehend  that  during  the  process  of 
reorganization  more  executives  will  be  required  than  under  the 
old  plan  or  than  will  eventually  be  needed  when  the  new  scheme 
has  been  made  to  operate  successfully. 

All  these  unfavorable  aspects  of  the  situation  are  but  incidental. 
The  additional  expenses  involved  will  soon  begin  to  be  reduced 
by  virtue  of  the  fact  that  the  improvements  will,  at  an  early  junc- 
ture, begin  to  pay  for  themselves.  Before  this  time,  however, 
many  prejudices  will  have  to  be  overcome,  and  not  least  among 
these  will  be  the  prejudices  of  the  owners  themselves.  Some  of 
their  trusted  employees  also  will  have  prejudices  which  cannot 
be  uprooted;  therefore  these  men  will  be  lost  to  the  company. 

Requisites  for  Successful  Reorganization. — Successful  re- 
sults cannot  be  expected  unless  the  general  type  of  marketing 
organization  is  carefully  chosen  in  advance,  unless  ample  funds 
are  provided  for  making  the  change,  unless  a  sufficiently  long  de- 
velopment period  is  provided  for,  and  unless  the  work  is  carried 
on  in  such  a  way  and  in  such  sequence  that  the  marketing  opera- 
tions of  the  company  during  the  process  of  reorganization  are 
not  impaired.  There  must  be  no  undue  interference  with  the 
daily  task  of  disposing  of  the  company's  product. 

There  is  much  to  be  said  in  favor  of  the  claim  that  a  company 
with  a  fairly  efficient  marketing  organization  had  better  leave 
it  alone  rather  than  to  make  basic  changes  in  it.  Such  changes 
are  more  than  likely  to  upset  the  smooth  operation  of  the  company, 
while  the  preliminary  organization  changes  may  discourage  its 
executives  before  there  has  been  time  for  the  new  system  to 
arrive  at  a  paying  basis. 
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One  of  the  hardest  tasks  in  any  reorganization  is  to  demon- 
strate the  value  of  the  resuhs  which  are  being  obtained.  It  is 
almost  impossible  to  measure  these  in  any  way  which  will  appear 
striking  to  the  executives  of  the  firm.  There  is,  in  fact,  little 
tangible  to  show  except  the  organization  itself.  It  is  true  that 
this  organization  presumably  operates  on  a  lower  cost  basis  than 
the  one  which  it  replaced,  and  that  the  efficiency  of  the  whole 
mechanism  is  higher ;  but  still  there  is  nothing  tangible  in  the 
earlier  stages  but  a  few  records,  and  the  organization  itself. 

Business  men  have  a  way  of  taking  all  improvements  and 
betterments  for  granted,  as  though  they  were  mere  matters  of 
course.  For  his  own  protection,  therefore,  the  organizer  should 
keep  careful  record  of  his  progress,  and  should  take  special  pains 
to  obtain  a  complete  and  accurate  statement  of  the  condition 
of  the  company's  marketing  activities  as  of  the  date  when  his 
period  of  tenure  begins. 

An  organization  is  admittedly  difficult  to  visualize  and  to 
appreciate  the  value  of,  as  compared,  for  example,  with  a  factory 
building,  a  battery  of  machines,  or  a  set  of  office  equipment. 
The  only  answer  to  this  situation  is  to  state  there  is  little  use 
in  introducing  scientific  marketing  at  all  unless  the  management 
itself  has  enough  native  intelligence  to  be  able  to  visualize  the 
changes  which  are  to  be  made,  to  see  their  advantages,  and  to 
put  forth  concerted  effort  to  help  obtain  them. 

Over-confidence,  however,  on  the  part  of  the  management  may 
prove  as  disastrous  as  too  little  confidence.  It  is  easy  to  become 
enthusiastic  about  a  plan  for  introducing  a  new  system  of  mar- 
keting. The  officers  see  an  opportunity  for  building  a  greater 
production,  due  to  improvements  in  its  distributive  facilities, 
and  plans  are  hastily  made  for  taking  preliminary  steps.  A  man 
is  engaged  to  take  charge  of  the  reorganization,  and  the  first 
moves  are  immediately  made  to  introduce  the  changes  which  are 
expected  to  induce  such  signal  benefits. 

In  a  short  time  the  management  calls  in  the  organizer  and 
asks  him  what  progress  he  is  making.  Instead  of  being  able  to 
say  that  things  are  moving  forward  satisfactorily,  he  finds  him- 
self forced  to  report  that  he  has  met  with  certain  unexpected 
reverses  and  that  the  plans  which  were  agreed  upon  had  been 
put  into  effect  prematurely,  with  the  result  that  certain  unexpected 
changes  in  them  would  now  be  required.     This,  of  course,  is  a 
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disappointment  to  everybody.  The  management  is  inclined  to 
blame  the  organizer,  and  naturally  insists  that  it  should  take  a 
hand  in  formulating  the  new  arrangements  which  apparently  must 
be  made.     The  result  is  that  delay  and  recrimination  ensue. 

Under  such  conditions  as  these,  much  money  will  be  spent  in 
trying  to  set  up  a  new  organization,  and  when  success  does  not 
seem  to  be  forthcoming,  the  whole  idea  will  probably  be  aban- 
doned and  the  company  will  subside  into  its  original  plan  of 
organization.  There  are  certain  companies,  in  fact,  which  have 
done  this  precise  thing.  To  avoid  such  an  eventuality  requires, 
in  addition  to  the  hearty  cooperation  of  the  management  and  its 
financial  support,  an  experienced  organizer  and  a  carefully  pre- 
pared schedule  of  procedure. 

The  Organizer. — In  employing  a  man  to  carry  out  the  re- 
organization, it  is  important,  first,  to  secure  some  one  with  the 
right  qualifications,  and  second,  to  delineate  his  authority  with 
great  care.  The  organizer  must  possess  the  qualities  which  every 
executive  should  have,  such  as  breadth  of  vision,  leadership, 
judgment,  ability  to  make  decisions,  and  confidence  in  his  own 
powers.  His  task  requires  a  thorough  knowledge  of  certain 
principles  too  simple  for  most  people  to  comprehend.  It  calls, 
at  the  same  time,  for  managerial  ability  of  the  highest  order — 
the  ability  to  know  men  and  to  be  able  to  handle  them,  to  be 
courteous  and  tactful,  and  at  the  same  time  to  be  firm.  The 
organizer  must  know  precisely  what  he  wants  and  why  he  wants 
it.  He  must  be  able  to  persuade  other  people  that  he  is  right. 
Whether  he  is  right  or  not,  he  must  be  able  to  win  his  point. 
Failure  to  do  this  soon  demoralizes  his  whole  campaign. 

In  addition,  he  should  have  in  high  degree  the  ability  to  analyze 
and  to  coordinate.  It  often  requires  an  uncanny  power  of  diag- 
nosis to  know  why  a  certain  plan  is  not  bringing  results  in  spite  of 
an  appearance  of  soundness.  Oftentimes,  however,  a  scheme 
which  has  all  the  apparent  elements  of  success  and  which  even 
may  appear  to  be  actually  operating  on  a  going  basis  will  not 
produce  the  results  which  it  is  fair  to  expect.  A  situation  like 
this  calls  for  the  highest  degree  of  brain  power  on  the  part  of 
the  organizer.  Unless  he  is  able  to  cope  with  a  condition  of 
this  sort  his  whole  program  is  likely  to  fail. 

The  organizer  may  set  up  a  beautiful  organization  frame- 
work; but  unless  he  can  make  the  various  parts  function  in  har- 
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mony  with  one  another  he  has  failed  of  his  purpose.  The  abiHty 
to  coordinate  requires  infinite  patience  and  tact,  particularly 
where  some  of  the  factions  to  be  coordinated  are  still  in  a  half- 
reluctant  or  even  a  hostile  frame  of  mind. 

The  organizer  will  find  that  limitations  of  his  own  ability 
constantly  stand  in  his  way.  To  begin  with,  he  will  not  be  per- 
fect as  an  organizer  of  marketing,  nor  will  he  have  all  the  facili- 
ties or  all  the  force  which  seem  essential.  Furthermore,  it  is 
probable  that  he  will  not  be  well  acquainted  with  the  problems  of 
the  particular  company  he  is  serving  at  the  time.  He  will  per- 
haps know  little  or  nothing  about  the  company's  business,  or 
its  technology,  or  its  customers,  or  its  market,  except  what  he 
has  been  able  to  learn  through  his  own  investigations. 

The  organizer  will  often  have  to  face  one  fact  which  his 
antagonists  will  gladly  point  out,  that  he  is  not  thoroughly 
familiar  with  the  situation  facing  the  company,  and  that  he  is  not, 
therefore,  completely  equipped  to  deal  with  it.  His  only  reply  is 
to  admit  ignorance.  It  is  fatal  to  make  a  pretense  of  having 
more  knowledge  than  is  actually  possessed.  After  all,  however, 
this  should  not  be  a  serious  difficulty,  because  men  invariably 
respect  anyone  who  is  frank  enough  to  admit  his  limitations.  Fur- 
thermore, if  the  organizer  is  thoroughly  conversant  with  the 
principles  which  he  is  trying  to  apply,  and  if  he  knows  precisely 
how  they  should  be  applied,  this  is  all  that  can  reasonably  be  ex- 
pected of  anyone  in  his  position. 

The  Organizer's  Authority. — In  making  an  arrangement 
for  introducing  a  system  of  scientific  marketing,  it  is  important 
to  establish  the  organizer's  authority,  for  experience  shows  that 
unless  this  is  done  many  complications  will  arise.  It  should 
be  understood,  therefore,  and  set  down  in  writing,  precisely  what 
the  organizer  is  expected  to  do  and  precisely  what  support  he 
is  to  be  given. 

The  management  may,  for  example,  make  an  arrangement 
with  the  organizer  to  proceed  with  the  work.  In  the  course  of 
doing  it,  however,  he  finds  it  necessary  to  obtain  certain  assis- 
tance and  cooperation  from  various  departments  of  the  business. 
Unless  he  is  in  a  position  to  obtain  this  cooperation,  his  efforts 
will  be  hampered,  if  not  stopped  entirely.  It  may  be  better, 
however,  to  arrange  that  the  organizer  shall  have,  in  the  beginning 
at  least,  only  one  formal  poin^  of  contact  with  the  concern — that 
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is,  through  the  management  itself.  Any  requests  or  requisitions 
will,  therefore,  come  through  the  management  and  be  handed 
down  to  the  department  from  which  assistance  is  required. 

The  Sales  Manager  or  other  line  executive  should  ordinarily 
be  kept  in  his  previous  position,  so  that  he  may  carry  on  the 
company's  business  in  the  old  manner.  He  cannot  be  expected 
to  do  this  and  also  to  take  an  active  part  in  the  reorganization. 
It  will  be  difficult  enough  at  best  to  keep  up  the  routine  work 
of  distributing  the  company's  product  while  so  many  changes 
are  going  on. 

It  is  on  this  account  that  it  is  a  mistake  for  the  regular  execu- 
tives to  attempt  to  do  the  work  of  reorganizing,  except  under 
unusual  circumstances.  The  work  of  reorganization  would  then 
be  looked  upon  merely  as  a  spare-time  job,  and  the  lapse  of  time 
required  would  be  longer  than  there  is  a  real  need  for.  The 
actual  money-saving  would  also  be  negligible.  Finally,  the  plan 
would  not  be  so  thoroughly  carried  out. 

Dealing  with  Company's  Executives. — One  of  the  most 
difficult  tasks  for  the  organizer  is  his  relations  with  the  execu- 
tives of  the  company.  Many  of  these  men  are  egocentric,  pro- 
foundly subjective,  and  possessed  of  overbearing  faith  in  their 
own  judgment.  About  their  own  business  there  are  few  things 
with  which,  in  their  own  opinion,  they  are  not  intimately  con- 
versant. It  is  usually  men  of  such  caliber  whom  the  organizer 
has  to  convince  of  the  need  of  introducing  methods  of  scientific 
marketing. 

Patience,  tolerance,  and  self-control  are  essential  in  dealing  with 
such  executives.  Firmness  and  courage  are  also  required ;  other- 
wise changes  will  be  made  in  the  organizer's  plans  which,  though 
perhaps  seemingly  trifling,  will  prove  to  be  out  of  keeping  with 
the  spirit  of  the  entire  undertaking. 

In  advertising,  especially,  the  organizer  is  likely  to  encounter 
difficulties  of  this  nature.  Advertising  men  are  constantly  con- 
tending with  clients  who  think  they  know  how  their  products 
should  be  advertised,  but  who,  as  a  matter  of  fact,  know  next 
to  nothing  about  advertising.  Advertising  agencies  are  often 
blamed  for  the  failure  of  campaigns  for  which  they  have  not  been 
responsible.  Under  such  circumstances,  it  is  necessary  to  make 
flecisions  as  to  whether  to  accede  to  demands  which  are  unsound, 
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or  to  take  issue  with  opponents,  fit^^hting  any  proposal  which  is  not 
in  accordance  with  scientific  procedure. 

The  organizer  frequently  finds  that  the  executives  of  the  com- 
pany are,  for  the  most  part,  unable  to  envisage  the  principles 
which  he  is  aiming  to  apply,  and  that  their  only  objects  are  to 
obtain  profits  and  power  for  themselves.  They  expect  this  or- 
ganizer, through  some  magic  short  cut,  to  bring  about  a  metamor- 
phosis which  will  immediately  increase  their  emoluments.  They 
are,  therefore,  impatient  of  the  labor  which  alone  will  make  pos- 
sible the  evolutionary  change  upon  which  the  company's  survival 
will  eventually  depend.  Unless  the  organizer  is  capable  of  cop- 
ing with  this  state  of  mind,  of  sowing  seeds  of  progress,  and  of 
cultivating  them  with  infinite  patience,  it  would  be  better  for  him 
not  to  undertake  his  task. 

The  Reorganization  Policy. — The  organizer  should  take 
pains  not  to  introduce  too  many  innovations  at  one  time.  He 
should  begin  in  a  gradual  way,  and  not  start  at  once  with  broad, 
sweeping  changes  which  will  upset  the  whole  framework  of  the 
old  organization.  A  few  minor  changes  which  work  success- 
fully, and  which  injure  no  one,  are  the  best  possible  propaganda 
for  the  new  method  of  operation.  Such  successes  will  win  con- 
fidence for  the  new  system,  and  will  obtain  supporters  for  it.  The 
process  of  reorganization,  however,  will  necessarily  be  slow.  The 
old  plan  of  operation,  as  before  stated,  must  be  kept  going 
for  a  considerable  length  of  time,  that  is,  until  the  new  one  has 
been  developed  to  the  point  where  it  will  function  successfully. 

When  the  organizer  is  first  employed,  he  should  be  commis- 
sioned to  make  an  extensive  study  of  the  situation,  and  on  the 
basis  of  this  to  render  a  report.     This  report  should  include : 

1.  A  complete  statement  regarding  the  company  and  its  mar- 
keting activities. 

2.  An  analysis  and  interpretation  of  the  situation. 

3.  A  complete  plan  for  reorganization,  together  with  a  detailed 
account  of  the  manner  in  which  the  work  is  to  be  done,  what  steps 
will  be  taken,  the  order  of  each  one  of  the  steps,  and  the  length 
of  time  which  the  whole  undertaking  will  require. 

4.  An  itemized  budget  of  expense  for  each  of  these  operations. 

This  report  should  then  be  discussed  at  length  by  the  organizer 
and  by  the  company's  management,  until  a  plan  has  been  arrived 
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at  which,  beyond  any  reasonable  doubt,  can  and  will  be  carried 
through  to  a  successful  conclusion.  This  plan  should,  of  course, 
be  set  forth  in  writing.  It  is  important  to  prepare  it  carefully, 
since  it  is  demoralizing  to  the  personnel  of  the  company  to  find 
itself  undergoing  a  series  of  changes  which  later  experience 
proves  to  be  unsatisfactory. 

A  frequent  report  of  progress  should  be  made  to  the  manage- 
ment. Naturally,  the  management  will  be  anxious  to  know  at  all 
times  what  results  are  being  obtained,  and  whether  the  plan  is 
going  through  on  schedule.  If  at  the  end  of  the  time  specified  in 
the  preliminary  estimate  the  organizer  has  failed  to  reach  the 
objective  agreed  upon,  it  will  then  be  necessary  for  the  manage- 
ment to  replace  him,  or  to  take  other  action. 

The  Preliminary  Survey. — As  previously  stated,  before 
any  changes  are  made,  a  preliminary  study  of  considerable  scope 
should  be  made.  The  organizer  and  the  company  itself  should 
know  exactly  what  the  position  of  the  company  is  in  respect  to 
its  market,  which  will  include  the  regular  survey  of  the  product, 
the  industry,  and  competition.  When  this  is  done,  the  organiza- 
tion of  the  entire  company  should  be  examined. 

The  next  step  is  to  take  account  of  the  activities  of  everyone 
who  is  performing  any  marketing  function,  whether  or  not  that 
individual  is  a  properly  accredited  member  of  the  present  Market- 
ing Division  (or  Sales  Department).  These  facts  should  be 
graphically  portrayed  on  an  organization  chart. 

Next,  a  careful  analysis  of  the  work  of  each  individual  shown 
on  the  chart  should  be  made,  together  with  the  approximate 
amount  of  time  which  he  devotes  to  each  duty.  In  other  words, 
this  means  a  job  analysis  on  a  basis  of  unit  times. 

The  next  step  is  to  make  a  number  of  observations  as  to  the 
times  and  costs  of  various  marketing  operations  under  the 
original  regime.  This  is  best  done  by  studying  the  operations  of 
individuals  rather  than  of  groups,  although  the  latter  may  also 
be  done.  These  studies  will  upon  analysis  usually  disclose  numer- 
ous wastes  of  time  and  expense  and  will  suggest  expedients  for 
reducing  wastes  and  increasing  efficiency.  An  incidental  advan- 
tage will  be  that  these  figures,  together  with  various  sales  records, 
will  serve  as  a  basis  for  comparing  the  old  method  of  operating 
with  the  new  one  after  it  has  been  installed. 

If  changes  are  to  be  made  at  a  rapid  rate,  it  is  safe  to  say  that 
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considerable  additional  expense  will  be  incurred.  On  the  other 
hand,  if  the  task  of  reorganization  is  handled  by  a  thoroughly 
experienced  and  able  person,  and  there  is  not  too  much  pressure 
brought  to  bear  upon  him  to  obtain  speedy  results,  it  is  quite  pos- 
sible that  the  change  can  be  made  without  any  expense.  In  other 
words,  the  pecuniary  benefits  of  reorganization,  coming  as  the 
result  of  a  gradual  development,  will  more  than  offset  the  costs 
which  are  incident  to  making  the  necessary  changes.  If  skill- 
fully introduced,  scientific  marketing  will  sometimes  pay  its  way 
from  the  start. 

Method  of  Procedure. — The  organizer  should  plan,  first, 
to  introduce  those  activities  which  are  not  at  present  regularly 
organized,  and,  second,  when  this  has  been  done  and  he  is  dealing 
with  the  men  in  the  line,  he  must  introduce  changes  of  a  minor 
nature  first  to  see  how  the  men  react,  and  to  make  them  accus- 
tomed to  a  continuous  process  of  development. 

These  minor  changes  should  be  the  more  simple  and  obvious 
ones,  such  as  the  introduction  of  various  marketing  standards 
which  have  proved  successful  elsewhere,  the  codification  of  stand- 
ard-practice instructions,  and  the  use  of  any  suitable  forms  and 
charts  to  which  there  can  be  no  reasonable  objection  and  which 
will  prove  of  considerable  help.  In  other  words,  the  organizer 
should  use  these  preparatory  steps  partly  for  strategic  purposes. 
They  can  be  followed  later  by  those  of  a  more  drastic  nature,  once 
he  has  obtained  a  firm  grip  on  the  situation. 

In  making  any  changes,  of  course,  it  is  not  advisable  to  suggest 
that  these  new  expedients  are  experimental,  or  that  some  merely 
tentative  measure  is  being  introduced  to  determine  whether  or 
not  a  given  plan  can  be  made  to  work.  It  is  best  to  give  thorough 
consideration  in  advance  to  every  method  and  to  predetermine 
whether  it  is  the  right  one.  It  should  then  be  put  into  operation 
as  complete  and  final;  otherwise  the  effect  upon  the  organization 
will  be  unfortunate. 

The  above  procedure  may  not  seem  entirely  scientific,  but 
experience  shows  that  the  organizer  must  always  give  foremost 
consideration  to  the  psychology  of  such  situations.  He  must  be 
thinking  continually  of  the  effect  that  his  new  moves  are  going 
to  have  on  the  personnel.  The  appearance  of  his  actions  is  very 
important.  Anything  which  does  not  appear  sound  should  be 
avoided,  even  though  there  is  no  inherent  objection  to  it.     In 
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other  words,  the  organizer's  task  is  to  be  as  diplomatic  as  pos- 
sible and  to  forestall  opposition  rather  than  merely  to  fight  it. 

The  Staff  Departments. — In  organizing  a  system  of  scientific 
marketing,  there  are  certain  advantages  which  are  not  present 
in  the  organization  of  production  activities.  This,  para- 
doxically, is  partly  because  marketing  has  little  more  than  the 
semblance  of  organization  at  present.  Marketing,  in  most  com- 
panies, is  amorphous :  the  process  of  integration  has  hardly  be- 
gun. The  organizer  can  accordingly  take  advantage  of  the  fact 
that  some  of  the  activities  which  will  be  essential  to  his  finally 
developed  plan  were  not,  under  the  original  regime,  provided 
for  at  all. 

Thus,  the  main  staff  departments  of  research,  training,  and 
planning  are  usually  non-existent  except  under  a  system  of  scien- 
tific marketing.  These  departments  can  thus  be  built  from  the 
ground  up.  As  they  gain  strength  they  may  be  geared  in  gradu- 
ally with  the  rest  of  the  marketing  operations.  Since  these  groups 
did  not  exist  before  as  separate  entities,  the  organizer  has  a  right 
to  expect  that  his  efforts  will  not  be  interfered  with.  He  is  not 
faced  with  the  disagreeable  prospect  of  having  to  tear  down  an 
old  organization  in  order  to  build  up  a  new  one  in  its  place. 

The  best  plan  is  to  start  with  the  Research  Department.  The 
reasons  for  this  are  as  follows : 

1.  Such  a  department,  since  its  primary  purpose  is  to  gather 
information,  will  supply  the  organizer  with  those  facts  which 
are  essential  to  his  own  operations,  and  thereby  save  the  expense 
of  his  employing  his  own  personal  aides  for  this  purpose. 

2.  Functionalized  marketing  operations  occur  in  a  regular  se- 
quence, and  market  research  is  the  first  step  in  that  sequence. 

3.  In  many  ways,  market  research  activities  are  carried  on 
more  advantageously  when  not  too  closely  connected  with  those 
of  the  rest  of  the  company.  This  gives  the  organizer  an  unusual 
advantage :  he  can  create  what  in  reality  should  be  regarded  as 
an  integral  member  of  the  business  without  making  the  organiza- 
tion as  a  whole  unduly  conscious  of  what  is  going  on. 

4.  The  type  of  men  who  will  be  engaged  for  the  Market  Re- 
search Department  are  of  the  opposite  type  to  tliose  who  may  be 
expected  to  be  found  already  in  the  Marketing  Division.  The 
new  men,  therefore,  will  serve  as  a  leaven  to  the  entire  group. 
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5.  The  new  Market  Research  Department  will  serve  as  an  ex- 
cellent training  school  and  proving  ground  for  men  who  will  have 
to  be  provided  for  in  connection  with  the  program  of  scientific 
marketing. 

Obtaining  Support  for  the  System. — Even  while  the  staff 
departments  are  being  set  up  and  put  into  operation  the  or- 
ganizer will  come  into  contact  with  the  other  operating  depart- 
ments. One  of  his  first  duties  is  to  make  it  plain,  directly  and 
by  indirection,  that  it  is  his  purpose  to  be  of  assistance  to  every- 
one connected  with  the  company.  He  will,  as  soon  as  he  begins 
to  make  good  this  promise,  obtain  as  adherents  some  of  the  more 
desirable  members  of  the  group.  These  men  will  prove  invaluable 
to  him.  He  can  confidently  expect  that  he  will  make  friends, 
as  well  as  find  opponents.  He  will  and  should  have  certain 
assistants  who  will  work  with  him  in  carrying  out  his  reorganiza- 
tion plan,  and  these  men  should  be  able  to  explain  the  principles 
and  objectives  which  are  being  set  up.  The  keynote  of  the  whole 
system  is  that  of  singleness  of  purpose.  This  is  based  on  the 
marketing  objective  which  the  company  must  adopt  at  the  outset. 

In  the  case  of  a  certain  company  there  was  a  general  feeling  in 
the  sales  force  that  the  purpose  of  functionalizing  marketing 
activities  was  to  divest  the  Sales  Manager  of  his  authority.  It 
was  supposed  that  the  General  Manager  was  jealous  of  the  Sales 
Manager,  and  that  he  took  this  means  of  obtaining  evidence 
against  him.  Unless  such  rumors  are  immediately  dealt  with, 
there  is  great  danger  from  them.  It  must  be  understood  that 
the  executive  and  the  organizer  and  all  in  authority  are  in  com- 
plete agreement. 

One  way  to  win  men  over  to  the  new  plan  is  to  show  them  that 
they  will  make  more  money  than  under  the  old  plan.  The  or- 
ganizer should  have  it  arranged  so  that  he  can  increase  the 
remuneration  of  men  as  and  when  they  bring  in  the  increased 
returns  which  are  expected  to  result  from  the  introduction  of  the 
system. 

It  is  not  to  be  supposed,  however,  that  explanations  or  prom- 
ises of  higher  pay  will  of  themselves  prove  sufficient.  The  thing 
that  really  counts  is  showing  better  results  than  were  obtained 
under  the  old  plan.  It  is  only  by  object  lessons  of  this  sort  that 
real  progress  can  be  made  in  obtaining  support  for  the  system. 
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Dealing  with  Obstructionists. — In  undertaking  any  re- 
organization, the  most  trying  task  before  the  organizer  is  that 
of  coping  with  individuals  who,  from  his  point  of  view,  are  sheer 
obstructionists.  These  men  are  to  be  found  in  every  commer- 
cial enterprise,  perhaps  for  the  reason  that  obstructionism,  or 
something  akin  to  it,  is  a  necessary  leaven  for  too  much  of  cer- 
tain other  qualities.  These  men  will  oppose  the  efforts  of  the 
organizer  partly  because  they  fear  he  will  bring  injury  to  their 
own  positions.  Such  men  are  usually  low  in  ability,  except  of  a 
certain  sort,  having  attained  their  status  in  the  company  only 
after  considerable  jockeying  and  intrigue. 

Since  the  organizer  does  not  wish  "pull"  to  govern  the  new 
structure  which  he  is  trying  to  build,  and  since  ability  is  the 
essential  quality  which  he  requires  in  his  new  personnel,  he  is 
of  necessity  hostile  to  men  of  this  type. 

Friction  ensues  unless,  of  course,  either  one  faction  or  the 
other  obtains  the  upper  hand.  If  the  organizer  is  given  com- 
plete authority,  he  may  be  able  to  keep  obstructionists  temporarily 
under  control.  If,  however,  they  foresee  such  a  situation,  they 
will  attempt  to  bring  their  political  pressure  to  bear  upon  the 
organizer  himself.  This  is  a  danger  which  he  must  constantly 
guard  against,  since  the  motives  of  such  men  are  simply  to  fur- 
ther their  own  interests.  As  soon  as  they  see  any  excuse  for  de- 
parting from  the  principles  which  he  has  installed,  they  will  go 
counter  to  them,  in  the  hope  that  the  whole  system  will  be  set 
aside.  It  is,  therefore,  best  to  get  rid  of  such  men  at  the  first 
convenient  opportunity,  rather  than  to  attempt  to  reform  them. 

Men  of  this  type  have  done  a  great  deal  to  hinder  progress  in 
industry.  They  constitute  a  menace  to  business,  but  they  are  not 
to  be  ousted  in  a  minute,  because  often  they  hold  key  positions. 
Also,  they  are  masters  of  the  art  of  controversy.  They  under- 
stand perfectly  the  trick  of  putting  others  in  the  wrong,  while 
making  themselves  appear  in  the  best  light,  especially  when  they 
are  in  the  presence  of  their  superior  officers. 

The  situation  is  one  which,  to  a  large  extent,  appears  beyond 
remedy.  It  is  a  necessary  evil,  which  must  be  circumvented  rather 
than  wiped  out.  American  business  men  criticize  those  of  other 
countries  for  granting  promotion  and  preference  on  the  basis  of 
seniority;  but  the  situation  in  many  American  companies  is  not 
much  better,  since  rewards  here  are  to  a  great  extent  given  to 
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men  of  political  powers   rather   than   on  the   basis   of   efficient 
performance. 

Often  the  worst  obstructionist  in  the  company  is  its  founder, 
or  its  head,  or  the  man  who  has  done  the  most  to  make  it  success- 
ful. Many  such  men  think  because  they  have  brought  the  enter- 
prise to  its  present  state  of  usefulness  that  they  and  their  ideas 
are  essential  to  its  lasting  success.  Such  men  think  little  of  decid- 
ing offhand  a  question  which  cannot,  without  total  disregard  of 
scientific  procedure,  be  settled  without  a  great  amount  of  investi- 
gation. Such  high-handed  decisions,  though  occasionally  de- 
fensible, are  likely,  through  the  old  timer's  uncanny  second  sight, 
to  prove  nearer  right  than  wrong,  and  hence,  by  befogging  the 
issue,  make  the  work  of  installing  a  scientific  system  extremely 
difficult. 

Reorganization  and  the  Sales  Department. — The  reorgan- 
ization of  marketing  activities  often  results  in  considerable  mis- 
understanding and  ill  feeling.  There  are  sure  to  be  some  men 
who  are,  or  who  feel  that  they  are,  losers  through  the  introduc- 
tion of  new  plans.  This  is  particularly  true  in  the  case  of  the 
Sales  Department,  where  the  manager  is  restricted  to  his  proper 
functional  line  activities.  This  makes  it  all  the  more  impor- 
tant that  any  new  system  should  be  studied  out  in  detail  before 
any  move  is  made  to  put  it  into  effect. 

The  change  may  result  in  the  loss  of  some  of  the  most  valu- 
able members  of  the  organization  unless  it  is  handled  with  the 
utmost  skill  and  diplomacy.  However  reluctant  the  management 
may  feel  at  the  possible  loss  of  members  of  the  Sales  Depart- 
ment, once  it  has  started  the  task  of  reorganizing,  it  must  not 
falter.  The  Sales  Manager  should  be  given  his  chance  to  con- 
form to  the  new  system ;  if  he  is  exceptionally  able  he  may  qualify 
for  the  position  of  Marketing  Manager.  But  if  he  finds  himself 
unable  to  agree  honestly  with  the  benefits  to  be  derived  from 
scientific  marketing,  some  one  should  be  found  to  take  his  place. 

There  is  also  the  problem  of  dealing  with  the  salesmen  them- 
selves. It  is  unfortunate  that  salesmen  often  prefer  to  keep  their 
superiors  and  associates  in  ignorance  of  the  facts  which  they 
obtain  from  their  territories.  This  is  the  natural  result  of  the 
selfish  interest  which  any  person  has  in  keeping  to  himself  facts 
which,  if  put  into  other  hands,  might  weaken  his  position.     This 
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is  one  of  the  first  situations  which  is  encountered  when  changing 
to  a  system  of  scientific  marketing,  and  one  of  the  most  annoying. 

The  first  step  in  dealing  with  this  condition  is  to  demonstrate 
to  the  salesman  that  facts  and  other  assistance  can  be  given  to 
him  as  a  result  of  the  new  system  which  were  never  available 
before.  He  must  be  shown  that  he  is  sure  to  be  the  gainer  by 
the  activities  of  his  associates  in  the  staff  departments  of  the 
Marketing  Division.  He  can  then  be  induced,  by  degrees,  to 
bring  back  and  turn  in  the  data  required  of  him,  and  to  discharge 
his  other  duties  in  accordance  with  the  new  policies.  It  should 
now  be  apparent  to  him  that  he  is  no  longer  in  the  position  of  a 
monopolist  or  the  monarch  of  his  territory. 

The  Results  of  Scientific  Marketing. — Quick  results  from 
reorganization  of  marketing  on  a  scientific  basis  must  not  be 
expected.  Progress  can  be  measured  only  in  termis  of  gradual 
accomplishment.  A  reorganization  in  a  small  company,  under 
favorable  conditions,  might  be  accomplished  in  one  year;  but 
this  would  be  rapid  time.  In  a  larger  company,  especially  one 
which  had  been  marketing  its  product  for  a  considerable  period, 
two  or  three  years '  would  be  required  to  make  any  great  im- 
pression. 

Patience  is  essential,  coupled  with  a  profound  faith  and  op- 
timism, despite  discouraging  events.  The  science  of  management 
has  been  an  accomplished  fact  for  several  decades;  but  only  now 
is  it  beginning  to  be  understood  by  business  men,  and  only  as 
applied  to  production.  Science  may  congratulate  itself  if  it  can 
extend  its  message  to  the  minds  of  the  majority  of  business  men 
engaged  in  marketing,  and  accomplish  this  within  the  next  ten 
years.  Probably  it  will  be  another  decade  after  that  before  these 
principles  have  been  developed  into  a  code  of  practice  which  will 
have  been  widely  adopted  and  put  into  actual  usage. 

The  need  for  scientific  marketing  is  apparent;  the  abuses  and 
wastes  of  the  present  system  are  evident.  Those  companies 
which  are  first  to  see  in  what  direction  the  inexorable  economic 
forces  are  moving  (and  there  are  already  some  far-sighted  ones 
with  such  perception)  will  be  the  first  to  reap  the  benefit. 

Conclusion. — This  book  has  combined,  in  what  may  have 
proved  to  be  a  disconcerting  way,  a  new  view  of  the  relation  of 
each  sales  manager  to  the  marketing  function,  and  a  statement 
of  a  plan  of  scientific  marketing  organization  for  the  individual 
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corporation.  The  student  who  is  won  by  the  former  subject  may 
be  indifferent  to  the  latter.  The  sales  manager  or  general  execu- 
tive who  may  find  much  to  commend  in  the  system  of  manage- 
ment finds  himself,  perhaps,  doubtful  about  the  generalizations 
in  the  first  half  of  the  book. 

From  the  writer's  point  of  view,  however,  the  two  halves  of 
the  book  are  not  independent;  they  are  interdependent,  if  rightly 
viewed,  either  by  the  economist  or  by  the  business  man.  For  it 
is  idle  to  consider  the  limits  which  economic  necessity  and  creative 
intelligence  are  gradually  forcing  upon  the  operation  of  free  com- 
petition, of  laissez  faire,  or  of  uncontrolled  monopoly,  without 
at  the  same  time  considering  how  the  individual  company  can 
profitably  translate  its  view  of  these  currently  active  tendencies 
into  practice. 

It  has  been  the  contention  of  this  book  that  economic  considera- 
tions, business  efficiency,  and  social  intelHgence  are  dictating  a 
saner,  more  scientific,  more  coordinated  operation  of  the  market- 
ing function  in  our  industries.  This  function,  from  the  con- 
sumer's point  of  view,  either  by  industries  as  a  whole  or  by  indi- 
vidual companies,  manifestly  requires  better  organization  all 
along  the  line.  The  criterion  of  objectivity  of  demand  entails  an 
about-face  in  the  whole  view  taken  by  business  men  of  the  nature 
of  markets,  the  measurement  of  markets,  and  the  creation  of 
markets.  The  consumer  is  again  on  the  way  to  being  the  center 
and  loadstone  of  the  producing  process.  And  the  death  knell  is 
therefore  sounded  of  ''high-pressure"  selling,  "go-getterism," 
*'supersalesmanship,"  and  every  other  scheme  for  dumping  un- 
wanted and  unneeded  goods  on  a  defenseless  public. 

As  population  trends  in  this  country  become  better  defined,  and 
as  discovery  of  new  natural  resources  becomes  more  gradual, 
forces  making  for  a  more  organized  and  predictable  marketing 
situation  than  today's  seem  sure  to  gain  in  power.  The  impact 
of  these  forces  on  individual  companies  is  almost  sure  to  be  in  the 
direction  of  a  scheme  of  coordinated  structure,  policies,  and  rela- 
tions such  as  is  set  forth  in  the  second  half  of  this  work.  The 
reader's  agreement  with  this  system  is  of  less  importance  than  his 
considered  effort  to  see  how  the  various  trends  in  present-day 
relations  of  producer,  distributor,  and  consumer  will  affect  the 
organization  of  his  own  sales  department.  For  affect  them  in 
some  way  they  surely  will ;  and  that  effect  is  likely  to  be  adverse 
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to  profits  unless  a  deliberate  attempt  is  made  to  work  with  and 
not  against  the  economic  forces  which  summon  all  concerned  to 
this  more  scientific  correlation  of  production  energies  to  con- 
sumers' needs. 

The  lesson  is  clear  that  in  the  next  fifty  years  survival  and 
prosperity  await  only  those  business  units  which  are  producing 
in  close  relation  to  the  needs  of  a  market  discovered,  organized, 
and  ministered  to  in  accordance  with  scientific  principles. 
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Advancement,  137 
Advantages, 

organization,  64 
Advertisements,  tests  of,  229 
Advertising,  12,  74,  78,  100,  115,  227, 
286,  298 

agencies,  59,  147,  298 

agency,  ^2,   145,  152,   169,  229,  231, 

234 

competitive,  235 

cooperative,  236 

costs,  234 

criticisms  of,  13 

department,   in,  145,  234,  239,  289, 
organizing  the,  227 

direct,  239 

director,  234 

display,  87 

institutional,  236 

publication,  224 

purposes  of,  236 

research,  234 

results,  13 
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Application  blank,  191 
Apprenticeship,  193 
Appropriation,  235 

advertising,  237 
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Automatic  machinery,  35 
Automotive  industry,  88 

Babcock,  George  D,,  178 
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Bassick  Manufacturing  Company,  54, 

145,  246 
Blackman  Company,  206 
Blanton,  Ben,  264 
Bon  Ami  Company,  62,  145 


309 


3IO 


INDEX 


Bonus,  136,  137 

Booklets,  241 

Booth  Company,   F.   E.,   162,    188 
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problems  of,  18 

science  of,  67 

scientific,  35,  46 
Mankind,  social  nature  of,  65 


314 


INDEX 


Manual,  201 
sales,  201 
service,  199 
standard  practic",  174 
Manufacturers'  brands,   14 
Manufacturing  clothing,  283 
Market, 
analysis,  84,  100,  121,  265,  283 
buyers',    35 
consumer,  24 
data,  154 

demand,  estimated,  178 
extent  of,  125 
index,   154 
labor,  36 

planning  department,  200 
potentialities,  273 
research,  43,  143 

department,  52,  54,  in,  125,  144, 
200,  227,  260,  265,  272,  281,  303 

technique,  152 
seller's,  35 
survey,  255 
Marketing, 
abuses,   21 

accounting  department,  in 
and  the  enterpriser,  38 
and  the  public,  21 
as  a  mechanism,  96 
cooperative,  36 
division,   66,   69,   74,    in,   232,   282, 

300 
failure  to  functionalize,  6 
functionalized,  58,  302 
functions,  46,  52,  62,  72,  78,  no,  215 

primary,  287 
functions,  secondary,  280 
manager,  104,  113,  126,  128,  148,  166, 

213,  227,  279,  305 
manager's  office,  129 
organization,  lack  of,  17 

types  of,  59 
planning,  164 

department,  in,  227 

organization  of,  166 
Marketing,  principles  of,  62 
situation,  present,  23 
systems,  the  great,  23 
training,  182 

department,  in 

manager,  202,  209 

organization  of,  184 
unprogressiveness  in,  58 
wastes,  21 
wastes  of,  3 
Markets,  competitive,  40 
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cutting,  105 

fluctuations   of,  24 
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Reorganization,  305 

methods  of,  293 

requisites  for,  294 
Report,  161,  179,  299 

of  progress,  300 

of  service,  258 

salesman's,  221 
Reports,  150,  162 

by  salesmen,  220 

executive,  128 

of  progress,  125 

salesmen's,  214 
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department,  84,  iii,  200,  239 

field  force,  246 
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